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“Our ational recounting Machine will repay 


““We chose a National Class 31 Account- 
ing Machine to handle our accounting 
records. We find that this machine is 
Streamlining applications and still coping 
with the increased volume of work due to 
the ever increasing demand for our 
products. 
saved by pro- 
records on the 
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jucing simultaneous 


NATIONAL ACCOUNTING MACHINES 
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throug 


The National 
Technica? 


Division of 
Sales and 


Centres 


machine which previously required sep- 
arate operations; 


produce invoices, calculated and extended 


for example, we now 


and at the same time post the invoice to 
the debtors’ 
“As well as providing many 


ledger 

indirect 
benefits we estimate our National Ac- 
counting Machine will repay its cost every 


two years 


Register Co. 
nout tne 


Pty. 


Ltd. 


Commonwealt 


New Snorkel! Pen 
ends dunk filling 








its cost every two years” 


W. A. SHEAFFER PEN CO. (AUST.) PTY. LTD., HEIDELBERG — MELBOURNE 


“Simplified and machin: 


operations also reduce operator traiainz 


automatic 


to the minimum and what is more itm- 
portant our operators are happier becaus2 


their work is made easier.” 
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VERY GOOD 
REASONS 


for using 


() Kalamazoo 


ACCOUNTING AND 
RECORDING METHODS 
AND EQUIPMENT 


1. WORK SIMPLIFICATION 
2. EXPERT SERVICE BACKING 
3. REASONABLE COST 


a A This has been the experi- 
ence of many thousands 
of businesses and organi- 
sations throughout Aus- 
tralia. 
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Kalamazoo “MODEL $” KEYLESS LOOSE-LEAF BINDER — THE 
WORLD’S BEST— MERITS YOUR CONSIDERATION 


Kalamazoo (Aust.) Ltd. 


(An Entirely Australian Business) 


SYDNEY. NEWCASTLE. MELBOURNE. ADELAIDE. BRISBANE. PERTH. 
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OPPORTUNITY KNOCKS BUT ONCE 
.... $0 the old adage says | : 





It is true that the SAME opportunity knocks once and only once. It is equally s 
true that there is not only ONE opportunity. 

TODAY, as never before, opportunities abound and whilst those missed are 
gone forever, 

TOMORROW’S opportunities may still be grasped as they come. 

The best plan is to improve today’s so that tomorrow’s will not be lost, too. 

Professional qualifications are one of the determining factors for success in a 
commercial career. 

Most present senior executives are qualified accountants, secretaries or cost 
accountants. As such they will wisely give due weight to the same qualifications 
in others when appointing junior executives. 
miner future belongs to those who prepare for it—therefore—GET 


To assist ambitious men and women the A. E. Speck Commercial College has 
organised a closely-knit, efficient educational institution to prepare students for the 
examinations of the commercial professional institutes in classes and by correspond- 
ence. 

Classes for evening students preparing for the April, 1958, examinations of the 
Institute of Chartered Accountants in Australia and the Australian Society of 
Accountants will begin on 18th November, 1957. 


Students may enrol for the complete course or separate subjects for each term. 


Correspondence students may enrol at any time which suits them and prepare 
for yoo accountancy examinations in the quiet comfort and convenience of their 
own home. 


Student Aids: Model Answers to the A.S.A. examinations are published. The 
demand having far exceeded expectations, some editions are sold out, but the follow- 
ing for May, 1957, examinations are available:— 


Stage 1—Accounts and Auditing. Stage 3—Advanced Accounts Part ‘A’. q 
Stage 2—Company Law and Accounts. Stage 3—Advanced Accounts Part ‘B’. 
Commercial Law ‘A’ and ‘B’. : 

Price 5/- for each separate subject, ; 

Post free. 


Monetary Theory and Practice. Auditing and Business Investigation. 
Income Tax Law and Practice. 
Price 4/- for each separate subject, 
Post free. 





Further Information gladly supplied free upon request 


A. E. SPECK Commercial College 


“The future belongs to those who prepare for it”. 
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A WORD TO EXECUTIVES: success of tuition 








The greater majority of qualified Banking, Accoun- 


tancy and Secretarial officers in Australasia are 
H.R.I. trained! 
But here’s a warning — there are not enough 


trained men now. A greater number of your per- 
sonnel need to be encouraged to undertake training. 


It is logical in modern-day personnel development 
for a business to initiate encouragement and incen- 
tives to train and qualify. This is usually done by 
developing a Staff Training Plan. 


In considering the training of your personnel, our 
60 years of experience will be willingly made avail- 
able to you. Telephone, write or call TODAY. 


*RESULTS PROVE! Year after year, H.R.I. 
students win more honour places in commercial 
examinations than those of all other tutors and 
schools combined. 


hri 


H.R.I. training puts more men here than 
all other tutors combined! 


THE 7 PROVED* FEATURES 
OF H.R.J. TUITION METHOD 





Hemingway HKobertson Institute 
Since 1897, an institution to promote personal 
advancement in business through education. 


122 BANK HOUSE, BANK PLACE, MELBOURNE — 122 BARRACK HOUSE, 16 BARRACK ST., SYDNEY 
Offices in all Capital Cities, Newcastle and Launceston. 2100 


. Fixed all-inclusive fee— 


. No time limit to tuition. 
. Guarantee of tuition till 


. Printed texts constantly 
. Free employment 


. Enthusiastic personal co- 








Personal-Individual 
tuition 


no text books to buy. 


successful —-no extra fee 
modernized. 


service 





operation of tutors. 
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EDITORIAL 











A Personal War Against Inflation 


ESPITE the best efforts of the 
Governments of many lands to 
stop it, “creeping inflation’”—like the 
slow but irresistible flow of molten 
lava down a gentle slope—has be- 
come a constant concomitant of our 
daily lives. 


Nothing tells better or more irre- 
futably the story of inflation’s in- 
exorable progression than does a 
study of commodity prices as revealed 
by newspaper advertisements over 
the years. 


The older the newspapers the 
greater is the contrast provided by 
a comparison of prices. Nostalgically 
we read (1900) of a side of lamb for 
1/3; (1914) a suit for £4/4/- with 
extra trousers free! ...a model T 
Ford for £199, a Chevrolet for £285. 
Were things ever available at such 
prices? Indeed, they were. No doubt 
in fifty years’ time people will be 
saying the same thing about today’s 
prices, because inflation is going to 
continue on its relentless way. It’s as 
certain as the sunrise. 


By legislation and decree, by 
restrictions and controls, Govern- 
ments can attempt to put a brake on 
inflation’s pace. It is a world-wide 
malady ... a suhtle by-product of 
our existence . .. it’s man-made, but 
it’s no man’s friend in the long run. 


Because of this we should all wage 
our own personal war against in- 
flation. Some people are in a better 
position than others to take action 
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against inflationary pressures. 
Everyone who contributes to, or 
exercises control over, the nation’s 
productivity can be in this battle, 
because a major weapon is greater 
production per man per hour. Con- 
tribution to this cause has been made 
by technological developments in 
science, chemistry, metallurgy and 
engineering, but always there is the 
question: At what cost? Here is the 
battleground where the accountant 
can act against inflation. Every ac- 
countant worth his certificate should 
be on the alert to use his special 
knowledge and skill to recognise and 
correct wasteful, inefficient practices 
in the use of men, money and 
materials. 


He should be severely critical of 
anything which adds to the cost of 
production, transport or selling and 
he should study the situation to find 
ways and means of preventing or 
offsetting such additional costs. In- 
creased cost is fuel for inflation’s 
fires. Improved efficiency helps 
dampen them down. 


Like a thermostat, the able ac- 
countant in the confidence of his 
management, has the opportunity to 
guard against increases in costs; he 
can develop his ability to perceive 
that standard practices may be 
changed for greater efficiency and 
reduced costs. In short, by main- 
taining eternal vigilance, he can wage 
his own personal daily war against 
inflation. 
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PUBLIC COMPANY FINANCE, 1955-56 


By A. R. HALL, Fellow in Economics, 
The Australian National University, Canberra. 


ITH the completion of the 

1955-6 balance sheet year it is 
now possible to bring up-to-date the 
survey of Australian company 
finance, as revealed in the accounts 
of 100 large companies, which was 
presented in my Australian National 
University Monograph “Australian 
Company Finance: Sources and Uses 
of Funds of Public Companies 1946- 
55.” As in 1954-5 the changes of 
greatest interest have occurred on 
the assets side of the accounts, 
though, this year it is the sharp rise 
in gross investment that catches the 
attention rather than the still sub- 
stantial accumulation of stocks. 


This large expansion of investment 
naturally caused considerable strain 
on the financial resources of the 
group of companies considered in the 
survey. This was so, in particular, 
because it took place during a period 
when the trading banks were at- 
tempting to keep bank advances 
under tight control. It is not sur- 
prising then that there was increased 
use of issues of ordinary and prefer- 
ence shares and a sharp increase in 
long-term debt. That the approaches 
to the new issue market were not on 
a much greater scale was apparently 
due to the fact that many of the 
companies concerned chose rather to 
reduce their holdings of liquid as- 
sets. The amount raised in this 
fashion (£10.8 m.) has only been ex- 
ceeded, in the period for which we 
have comparable figures, in 1951-2. 
Given this background and the fact 
that there have been no indications 
of slackened investment expendi- 
tures the current pressure on the 
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new issue market can be easily 
understood. 

As one would expect from the 
surge of gross investment, the pat- 
tern of asset formation (gross in- 
vestment 66%, Stocks 17%, debtors 
15%) differs significantly from any 
year since 1951, the proportion ab- 
sorbed by gross investment being 


easily the highest of the five-year 


period. 

On the other hand the pattern of 
finance for this growth of assets is 
not so very different from the previ- 
ous year. That this is so is largely a 
result of the fact that retained earn- 
ings continued to supply a high pro- 
portion (42 per cent.) of the funds 
required. With contributions of or- 
dinary shares (14 per cent. as com- 
pared with 12 per cent. in 1954-5) 
creditors (12 per cent. compared 
with 10 per cent.) and tax provision 
(6 per cent. in both years) remain- 
ing relatively stable, the only 
changes of any note on the previous 
year were the fall in the share of 
bank overdraft (from 13 per cent. to 
4 per cent.), the rise of long-term 
debt from 9 per cent. to 12 per cent. 
and the appearance of the running 
down of liquid assets (6 per cent.) as 
a source of funds. The trend to- 
wards major reliance on retained 
earnings and long-term debt, which 
has been evident since 1951, was 
maintained but only at the expense 
of a weakened cash position. 

If the profit and loss account 
figures of the 100 large companies 
are compared with those of the much 
larger group surveyed by _ the 
Financial Review (January 3, 
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1957) it would appear that the dividend and rising ratios of divi- 
ability of our group to rely on re- dends to net profit (many of which 
tained earnings to such a significant trends are closely related to the in- 
extent may not have been shared by creased share of gross income ab- 
their smaller brethren. (It should sorbed by company taxation) is 
be noted that exact comparison of common to both groups. The de- 
these two series is not possible be-  clines, however, are less marked for 
cause the varying treatment of de- the larger companies and it is un- 
preciation provisions and special pro- likely that the smaller companies 
visions for “plant replacement” in have been able to make such gener- 
the published accounts has been ad- ous (some might prefer the term, 
justed to a standard procedure inthe “reasonable’’) provisions for depre- 
aggregate 100 companies series.) ciation. One other feature of the 



































The basic pattern, namely declin- rates of dividend is worth noting, 
ing rates of return on shareholders namely the rise in the rate on prefer- 
funds, declining rates of ordinary ence shares from 5.8 per cent. to 6.6 

100 COMPANIES SERIES. 
Total Trade and Manufacturing. Profit and Loss Account 
(£m) 
1951-2 1952-3 1953-4 1954-5 1955-6 
Profit and Loss Account 

Gross net profit : 83.1 86.1 114.0 132.2 150.5 

Less depreciation ... 4 16.4 19.1 25.7 21.6 39.5 

Profit before income tax ... .... .... 66.7 67.0 88.3 100.6 111.0 

Less income tax é. ; sees 32.0 38.0 40.1 48.4 

Net profit . 32.4 34.9 50.3 60. : 62.6 

Tax written back ; 6 & 3.2 a 

Profit on sale of fixed assets . 6 5 6 i 9 

From reserves ... .... . Bay 9 4 4 P| 5 

Other .... A 6 8 5 be 

Amounts brought in 23.0 30.2 37.1 49.3 60.8 

Total available 57.7 67.4 92.4 112.2 125.2 
Profit and Loss Appropriation Account 

Preference dividends 1.9 1.9 2.1 2.1 2.5 

Ordinary dividends . 18.0 19.5 26.1 33.0 34.8 

Total dividends 19.9 21.4 28.2 35.1 37.3 

To reserves ... 6.5 8.6 12.7 17.1 16.5 

To staff pension funds 2 3 2 3 3 

Tax adjustment . Be (a) 8 (a) BE 

Others 5 4 1.2 9 1.1 

Carried forward — 30.4 36.7 49.3 58.8 71.1 

Total available ... “ 57.7 67.4 92.4 112.2 125.2 

Rate of dividend on preference 

shares .. 6.1 6.1 6.0 5.8 6.6 
Rate of dividend on ordinary 

shares 7.6 7.9 10.0 11.7 11.4 
Rate of total dividends | on share- 

holders’ funds 4.8 4.8 5.5 6.3 6.1 
Rate of net profit on share- 

holders’ funds 7.8 7.8 10.0 10.9 10.2 
Ratio of total dividends to net 

profit same (ie Ba tea, Be nts 61.0 61.0 55.0 58.0 60.0 


NOTE. The discrepancy between the amount “carried forward’ in 1954-5 and that 
“‘brought in’’ in 1955-6 is due partly to the inclusion of the retained earnings of companies 
=~ oct during 1955-6 and partly to transfers from “‘reserves’’ to “‘profit and loss carried 
‘orward.”’ 

(a) Less than £50,000. ’ 

Sub-totals and totals may not add up exactly because of rounding. 
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per cent. which partly reflects the 
rising rates of interest which com- 
panies had to offer in 1955-6 to raise 
new funds and, indeed, the general 
stringency in the capital market 
during this period. 

It is now appropriate to glance be- 
hind the broad aggregate which we 
have been examining so far. For the 
year under survey it is on the assets 
side that the behaviour of the sub- 
industry groups is most revealing. 
Almost without exception these in- 
dividual sub-groups reflect fairly 
closely the general picture which we 
have described for the group as a 
whole. This is certainly so for the 





direction of movement of the differ- 
ent types of assets. 

In every case there was a net in- 
crease in debtors and in only one 
case—food, drink and tobacco—is 
there a reduction in holdings of 
stocks. Similarly there is only one 
group—engineering—which does not 
give some indication of a _ tight 
liquidity position. Finally not only 
did all groups expand their gross in- 
vestment, all but one—vehicle dis- 
tributors — expanded this item 
roughly on the scale which one would 
expect from the aggregate move- 
ment. On the other hand, the finan- 
cial behaviour accompanying this 





100 COMPANIES SERIES. 
Total Trade and Manufacturing. Net Sources and Uses of Funds 1951-6 
(£m) 


Profit and loss account oe 
en eee 5.5 
Depreciation Provision 16.4 


Total internal ... ... 29.1 


Ordinary shares .... 28. 
Share premiums .. 6. 
Preference share .. 
Total shares .... . 
Total internal and shares 65.0 
Outside shareholders . 2.1 
Debentures .... .... .... . 4 
Mortgages .... .... 1 
Total long-term debt 12.4 


Ceeaiera® -. 4... ... : 3.9 
Tax provision. ee 8 
Dividend provision 1 
Bank overdraft ... 35. 
Inter-company accounts 2 
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similar type of asset formation is 
much more diverse. Thus three sub- 
groups (wholesalers, vehicle distri- 
butors and gas) were forced or chose 
to rely on retained earnings to a 
minor extent. A few groups (vehicle 
manufacturers, vehicle distributors, 
clothing and textiles, paper and food, 
drink and tobacco) made only token 
use of the new issue market for 
either shares or debentures, though 
the last mentioned group did obtain 
substantial amounts from mortgages. 


It is also useful to consider how 
the behaviour of our group of large 
public companies compares with or 
diverges from that of other groups. 
We have already seen that while the 
profit rates moved in the same direc- 
tion as did those of smaller public 
companies the declines were less pro- 
nounced particularly if the deprecia- 
tion allowances of the large com- 
panies are taken into account. 


It is also worth noting how the 
standing of some of the companies 
in the manufacturing group was such 
that they were able to obtain signifi- 
cant increases in bank overdraft 
(£8.8 m.) at a time when total bank 
advances in this field were falling. 
On the other hand, in so far as we 
can tell from the available data on 
new issues of shares and debentures, 
the proportion of new issues for 
trade and manufacturing obtained 
by the 100 companies remained 
stable when compared with the pre- 
vious year. Together these factors 
suggest that the group as a whole 
was less strongly influenced by the 
prevailing tightness of credit than 
were small public companies. 


When we come to compare changes 
in this group with movements for 
the economy as a whole as estimated 
in the National Income White Paper 
two features need consideration. 


With regard to the first one, be- 
cause of the difficulties of disentang- 
ling the various components of gross 
investment in some at least of these 
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companies’ accounts, it is impossible 
to be precise. Nevertheless it would 
appear that the increase in expendi- 
ture on land and buildings by the 
group is roughly in line with the 
national income estimates. Their ex- 
penditure on plant and equipment 
appears to be disproportionately 
large. However it may well be pos- 
sible to reconcile the two movements 
if it should be true that the bulk of 
the net increase for the economy as 
a whole was made by the manufac- 
turing sector and that this net in- 
crease takes into account the rapid 
falling away of the previously very 
large expenditure on oil refineries— 
a group which is very inadequately 
represented in our series. 

The other point which emerges 
from a comparison of the 100 com- 
panies with the national accounts is 
that once again it would appear that 
non-farm stocks have been substan- 
tially under-estimated. If the ratio 
of the increase in the 100 companies 
stocks to the increase in non-farm 
stocks for the years 1951-2 to 1954-5 
applied in 1955-6 (namely 16.8 per 
cent.) then it would appear that non- 
farm stocks should have increased 
by something like £160 million 
rather than the admittedly provi- 
sional national income estimate of 
£70 million. 


In assessing the reasonableness of 
this estimate two conflicting factors 
have to be taken into account. On 
the one hand we still believe that the 
revised national income estimate for 
non-farm stocks in 1954-5 is too low 
so that the ratio which we are using 
to estimate the total is probably too 
high. On the other hand it is not un- 
likely that in this year excess weight 
is given in the 100 companies group 
to the undoubtedly large increase in 
stocks in the motor vehicles and 
allied trades groups. In the light of 
these considerations it would appear 
that the increase in non-farm stocks 
was probably something like £140 
million. 


337 





SURVEY OF 100 COMPANIES, 





1955-56 





Aggregate Balance Sheets and Sources and Uses of Funds 1955-6 


The following tables are a con- 
tinuation of the series of tables pre- 
senting aggregate sources and uses 
of funds and aggregate balance 
sheets for a group of 100 large Aus- 
tralian public companies which have 
been analysed in my Australian 
National University Monograph 
“Australian Company Finance: 
Sources and Uses of Funds of Public 
Companies 1946-55.” (Canberra 
1956.) 


A detailed description of the 
methods which have been employed 


in deriving the sources and uses . 


series may be found in the above- 
mentioned work. Here it is only 
necessary to mention that the series 
has been adjusted to take account 
of bonus issues, revaluations and book 
entries of various types; that steps 
have been taken to eliminate the ac- 
quisition of existing assets involved 
in take-overs of which there were a 
number in 1955-6; that an attempt 
has been made to apply a uniform 
treatment to depreciation provisions 
and provisions for the replacement 


of fixed assets; and that the balance 


sheet year runs from December 1 
1955 to November 30 1956. 


PROFIT AND LOSS ACCOUNTS BY INDUSTRY 




















(£000) 
TRADE MANUFACTURING 
Retail Wholesale Total Bricks, Iron & 
Trade etc. Steel 
Profit and Loss Account 
Number of Companies .. .. .. .. 12 9 21 6 1 
Gross Net Profit .. .. .. 12,101 5,632 17,733 9,407 21,813 
Less Depreciation .. 1,399 1,219 2,618 3,064 9,714 
Profit Before Income Tax .. .. . 10,702 4,413 15,115 6,343 12,099 
Less Income Tax .. 4,618 1,724 6,342 3,501 5,604 
Net Profit .. oid 6,084 2,689 8,773 2,842 6,495 
Tax Provision Written Back . He 54 26 80 — - 
Profit on Sale of Fixed Assets + 43 7 50 - 43 49 
From Reserves .. .. sueDS 101 — 101 — a 
Other .. . — Te 34 — 34 —3 — 
Amount Brought In war tiiie 2,667 1,504 4,171 2,345 1,624 
Total Available .. . 8,982 4,225 13,207 5,227 8,168 
Profit and Loss Appropriation Account 
Preference Dividends .. .. .. .. 470 141 611 78 — 
Ordinary Dividends : AP sig 3,618 1,600 5,218 1,790 2,747 
Total Dividends .. AB a 4,088 1,741 5,829 1,868 2,747 
ees .20SO. Sk. eh 1,244 573 1,817 1,034 4,402 
Staff Funds .. . olsy we 65 23, 88 — — 
Tax Under-prov RE ie re aon — 3 3 —_— — 
Other .. a a 177 75 252 121 — 
Amount Carried Forward . 3,405 1,810 5,215 2,204 1,019 
TOUR! AWGEINOIO 26. 00 06 oe 8,982 4,225 13,207 5,227 8,168 
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PROFIT AND LOSS ACCOUNTS BY INDUSTRY 





















































(£000) 
MANUFACTURING - 
Engineering Vehicles Drink, Breweries Rubber 
Tobacco 
Profit and Loss Account 
Number of Companies .. .. .. .. 13 11 8 6 3 
Grows Net Prot .. .. os <0 o- 12,345 24,461 14,199 8,716 7,728 
Less Depreciation .. .. .. .. 3,209 3,056 3,529 1,817 2,013 
Profit Before Income Tax .. .. .. 9,136 21,405 10,670 6,899 5,715 
Less Income Tax .. .. .. .. 4,151 8,158 4,558 2,962 2,594 
Net Profit .. . = 4,985 13,247 6,112 3,937 3,121 
Tax Provision Written Back .. .. 53 5 — — —8 
Profit on Sale of Fixed Assets .. 230 —T 219 57 4 
From Reserves .. .. nm _ 120 87 ao — 
Other .. hhethe war-ae 111 1 oa 
Amount Brought OR as stebtiadaiy oe 6,477 26,848 5,405 1,245 3,772 
Total Available .. .. .. .... 11,855 40,214 11,823 5,239 6,894 
Profit and Loss Appropriation Account 
Preference Dividends .. .. .. .. 265 132 255 41 200 
Ordinary Dividends .. .. .. .. 2,975 6,452 3,967 2,823 1,197 
Total Dividends .. .. .. .. .. 3,240 6,584 4,222 2,864 1,397 
WE. aaa ax oe 40 88 1,195 550 1,364 1,030 362 
Staff Funds .. . ee 120 25 —_ 15 = 
Tax Under-provided | eee 29 21 -- — — 
Other .. an 232 27 6 72 
Amount Carried Forward . Selb cilia 7,040 33,009 6,231 1,330 5,063 
Total Available .. .. .. .. .. 11,855 40,214 11,823 5,239 6,894 
MANUFACTURING 
Clothing Newspapers Chemicals Gas Total 
& & & Manufac- 
Textiles Paper Miscellaneous turing 
Profit and Loss Account 
Number of Companies .. .. .. .. 12 7 8 4 79 
Gross Net Profit .. .. .. .. «- 7,615 12,738 11,717 2,053 132,792 
Less Depreciation .. .. .. .. 2,007 4,352 8,214 867 36,842 
Profit Before Income Tax .. .. .. 5,608 8,386 8,503 1,186 95,950 
Less Income Tax .. .. .. .. 2,334 4,000 3,798 435 42,095 
Net Profit .. ea 3,274 4,386 4,705 751 53,855 
Tax Provision Written Back . ae 21 38 6 9 129 
Profit on Sale of Fixed Assets .. 10 140 58 — 803 
From Reserves .. .. . — 39 _ 163 7 416 
Other .. ee es ae — — 56 9 174 
Amount Brought In Sis. caubard:. wes salas 3,188 2,105 3,172 411 56,592 
Total Available .. .. .. .. .. 6,534 6,668 8,160 1,188 111,970 
. Profit and Loss Appropriation Account 
Preference Dividends .. .. .. .. 268 442 151 48 1,880 
Ordinary Dividends .. .. .. .. 1,881 2,456 2,710 561 29,559 
.. 2£. 2,149 2,898 2,861 609 31,439 
I a. cs oa ad le we Os 537 1,281 1,799 94 13,648 
Staff Funds .. .. ak Pac Vises: dice 15 — — — 175 
Tax Under-provided | hdmi.’ ile, Yani — 1 — — 51 
ae fle aa 306 34 — 798 
Amount Carried Forward . o> Sa 3,526 2,456 3,501 485 65,864 
Total Avaliable: .. .. .. s+ «- 6,534 6,668 8,160 1,188 111,970 
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Profit and Loss Account .. 
Reserves . 


Depreciation Provision... .. .. .. 


Total Internal .. 
Ordinary Shares .. 


Share Premiums ............ 


Preference Shares .. 
Total Shares .. 


Total Shares and Internal .. .. 


Outside Shareholders 


Debentures .. 

Mortgages .. 
Total Long-term 

Creditors .. ... 


Tax Provision .. da tare: xn 
Dividend Provision .. .. .. .. 


Debt .. 


Bank Overdraft .. ...... .. ‘a 


Inter-company Accounts .. 
Other Liabilities .. 


Total .. 


NET USES 


Net Fixed Assets .. 
Replacement .. .. 


Gross Fixed Investment 
Intangible .. 
Subsidiaries .. .. 


Unlisted Securities .. .. ...... 


Ee ee re 
Debtors .. ar vases 
Listed Securities .. 


Government Securities .. .. .. .. 


Cash .. ep eee 
Inter-company Accounts .. 


DT ck ve sa. sallow ae we 


Total .. 
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NET SOURCES OF FUNDS BY INDUSTRY 



































(£000) 
TRADE MANUFACTURING 
Retail Wholesale Total Bricks, Iron & 
Trade etc. Steel 
644 312 956 —215 —613 
953 693 1,646 852 5,762 
1,399 1,219 2,618 3,064 9,714 
2,997 2,224 5,221 8,701 14,863 
1,264 1,909 3,173 1,915 1,639 
— 555 555 348 820 
= te “~ —33 Kane 
1,264 2,464 3,728 2,230 2,459 
4,261 4,688 8,949 5,931 17,322 
1,072 1 1,073 260 97 
932 1,887 2,819 1,000 — 
2,569 2,181 4,750 —12 — 
3,501 — 4,068 7,569 988 —_ 
2,698 2,580 5,278 2,048 3,703 
355 539 894 1,129 1,595 
117 152 269 116 _- 
—99 —2,403 —2,502 861 882 
13 4 17 —11 1,806 
23 6 29 100 — 
11,945 9,634 21,579 11,418 25,404 





OF FUNDS BY INDUSTRY 











(2000) 
TRADE MANUFACTURING 

Retail Wholesale Total Bricks, Iron & 
Trade ete. Steel 
7,256 6,804 14,060 2,884 11,950 
1,399 1,219 2,618 3,064 9,714 
8,655 8,023 16,678 5,948 21,664 
69 95 164 — — 
32 —_ 32 _ — 
106 4 110 50 11 
2,265 303 2,568 4,313 3,271 
1,486 1,237 2,723 481 1,579 
854 581 1,435 143 —87 
1 —218, —217 53 —1,033 
—1,116 —315 —1,431 64 — 
—402 —88 —490 384 — 
—_ 8 8 —20 — 
11,945 9,634 21,579 11,418 25,404 
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Profit and Loss Account .. 

Reserves . stale et 

Depreciation Provision .. . 
Total Internal 


Ordinary Shares .. 


Share Premiums .. .. .. .... .. 


Preference Shares .. 
Total Shares .. .. 


Total Shares and Internal .. .. 


Outside Shareholders 


Debentures . oi 
Mortgages .. .. .. . 


Total Long-term Debt .. 


Creditors .. 
Tax Provision .. 


Dividend Provision ~. . cs an pe 7 
Bank Overdraft .. .. .. ...... 


Inter-company Accounts .. 
Other Liabilities .. 


Total .. 


Net Fixed Assets .. 
Replacement .. .. . 


Gross Fixed Investment 
Intangible .. 
Subsidiaries .. .. 


Unlisted Securities .. .. ...... 


Stocks .. . 
En) Sig aw ae 
Listed Securities .. 


Government Securities .. .. .. .. 


Ee 64 es aes Saige 
Inter-company Accounts .. 


Gia Meals .. .. .. cc ve cu 0s 


Total .. 


NET SOURCES OF FUNDS BY INDUSTRY 












































(£000) 
MANUFACTURING 
Food, 
Engineering Vehicles Drink, Breweries Rubber 
Tobacco 
698 6,162 825 31 1,290 
1,139 441 1,344 1,030 362 
3,209 3,056 3,529 1,817 2,013 
5,044 9,659 5,698 2,878 3,665 
4,485 767 2 1,929 370 
353 309 — 85 _ 
1,000 ca -- — 1,400 
5,838 1,076 2 2,014 1,770 
10,882 10,735 5,700 4,892 5,485 
—42 925 —72 14 —22 
500 7 — 1,448 165 
398 1,763 1,711 —12 45 
898 1,770 1,711 1,436 210 
265 3,785 2,807 194 161 
808 971 780 913 326 
255 —174 —304 167 53 
—3,347 2,582 1,621 —396 1,367 
—67 47 106 7 - 
305 —T7 _ 16 _ 
9,960 20,549 12,354 7,247 7,531 
NET USES OF FUNDS BY INDUSTRY 
(£000) 
MANUFACTURING 
Food, 
Engineering Vehicles Drink, Breweries Rubber 
Tobacco 
4,391 9,561 3,499 5,843 1,757 
3,209 3,056 3,529 1,817 2,013 
7,600 12,617 7,028 7,660 3,770 
6 44 9 —_ 1 
72 -- —234 — a 
245 122 31 — — 
1,383 8,293 —1,843 547 2,478 
5 + 2,390 8,168 1,157 1,404 
110 —468 979 _— —37 
3 —101 —520 —1,923 — 
14 —2,531 —992 —179 —114 
534 172 —323 15 — 
—10 13 52 —28 31 
9,960 20,549 12,354 7,247 7,531 ; 
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NET SOURCES OF FUNDS BY INDUSTRY 














































































(£000) 
MANUFACTURING 

Clothing Newspapers Chemicals Gas Total 

& & & Manufac- 
Textiles Paper Miscellaneous turing 
Profit and Loss Account .. .. .. 390 372 330 74 9,344 
ES a ere ae 503 1,201 1,525 —384 13,775 
Depreciation Provision .. .. .. .. 2,007 4,352 3,214 867 36,842 
2,900 5,925 5,069 557 59,959 
Ordinary Shares ..... .. .. .. 86 1 1,650 225 13,069 
Shere Premiums .. .. 2. 00 os os — — 278 —4 2,189 
Preference Shares .. .. .. .. .. —25 — — 2,342 
ee NE ise aig eet SS 61 1 1,928 221 17,600 
Total Shares and Internal .. .. 2,961 5,926 6,997 778 77,559 
Outside Shareholders .. .. .. 154 646 382 —_— 2,342 
SSE Oe ee — 220 _ 3,309 6,649 
OR oo oS Ge Ge. ee Se Ges 308 - — 91 187 —63 4,234 
Total Long-term Debt .. .. .. 308 129 187 3,246 10,883 
Fe ee eae 834 940 —449 —54 14,234 
: er 739 843 20 32 8,156 
Dividend Provision .. .. .. .... 220 —16 58 —1l11 364 
a ee —431 843 4,760 717 8,819 
Inter-company Accounts .. .. .. 186 26 —560 —14 1,526 
Other Linbiitties «.. 2k ks sc oe 4 119 —2 _— 452 
ess ce o> “Sa Ser ae SSB 4,977 9,455 11,391 4,052 124,338 

NET USES OF FUNDS BY INDUSTRY 
(£000) 
MANUFACTURING 

Clothing Newspapers Chemicals Gas Total 

& & & Manufac- 
Textiles Paper Miscellaneous ~ turing 
eee ee ee 1,839 1,479 4,006 2,008 49,217 
55. 6a oe se ee 6s <a 2,007 4,352 3,214 867 36,842 
Gross Fixed Investment .. .. 3,846 5,831 7,220 2,875 86,059 
IR is, cele ak oak Kaen Seer ee —276 293 —47 6 36 
EOS aa — 6 —_— _ —156 
Unlisted Securities .. .. .. «+ o- 191 263 94 —20 987 
CL. 2 <tr bs 24, AnieiGa os 386 1,201 3,470 677 24,176 
ee aie ag ae iteeht Ge ante 824 1,506 2,070 620 20,204 
Basted Goourities .. .. as ce se 408 100 146 33 1,327 
Government Securities .. ...... 369 — —728 —110 —3,990 
RS co Kk ine eateith,. Sd. sn —788 164’ —T776 —29 —5,167 
Inter-company Accounts .. .. .. —20 1 —62 —_— 701 
ge 41 89 3 — 171 
ed ns ee he eS KOO Re 4,977 9,455 11,391 4,052 124,338 

342 The Australian Accountant, August, 1957. 











The Australian Accountant, August, 1957. 





D UPLI TYPE your cheques 


It's the quickest way of writing a cheque — 
with duplicates for recording purposes. 
When you're racing the clock, at the end of 
the month, or at dividend-paying-time .. . 
don't RUSH . . . duplitype your cheques 

on Continuous Stationery. The Duplityper 

is quickly and easily attached to any 
standard typewriter . . . to resume normal 
correspondence, just push back 

the paper holder. 


Telephone JW 1181 
for a Demonstration 
in your office. 


PRINTING COMPANY PTY. LTD. 


17 JOHN STREET, CLIFTON HILL, VICTORIA 





















THE WORLDS FINEST TYPEWRITER ACCOUNTING MACHINE 


The 84-character removable box printer, developed especially for the 

@ Typing Sensimatic, is based on a time-proven method of typewriter 
printing. Its many advantages over conventional typewriter accounting 
machine printing methods include the greater number of characters and 
the elimination of type piling. 





THE TYPING SENSIMATIC 


e Combines all Sensimatic advantages with the advantages of typewritten 
description. 

e Features a new 84-character “Box Printer” typewriter. 

Berroughe e Offers a high degree of automaticity controlled by exclusive Sensimatic 

control unit. 


e Provides unmatched flexibility because each control unit can be pro- 
grammed to perform four or more separate accounting jobs. 


e« Accumulates distribution totals in memory units selected either by the 
control unit or by pushbutton control. 


e Models available with up to 19 totals. 


« Requires little operator training because of pre-programmed automatic 
operations and keyboard simplicity. 





(, Call the =e urroughs man 


at Head Office, 40 Miller Street, North Sydney, N.S.W. Phone: XB 5831 
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AGGREGATE 


Ordinary Shares .. 
Share Premiums’ .. 
Preference Shares . 
Reserves* 


Profit and ‘Loss / Account ae 
Shareholders’ Funds .. .. 


Outside ee ae 
Debentures .. .. ve 


Mortgages .. 
Creditors we 
Tax Provision .. 


Dividend Provision .. .. .. .. .. 


Bank Overdraft .. . 
Other Liabilities .. . 


Total Liabilities .. .. . 


Fixed Assets .. 
Intangible .. .. . 
Subsidiaries .. .. 


Unlisted Securities . ecu aan 


Stocks .. 

Debtors .. .. , 
Listed Securities .. 
Government — 
Camm 5a. Te ae 
Other Assets ‘ 


Total Assets .. 


Ordinary Shares .. 
Share Premiums* .. 
Preference Shares . 
Reserves* .. 

Profit and Loss Account . 


Shareholders’ Funds .. .. .. .. 


Outside “pee ae 
Debentures .. “ge 
Mortgages .. 

Creditors F 

Tax Provision .. 


Dividend Provision .. ” Pi: ae 
Bank Overdraft .. .......... 


Other Liabilities .. 


Total Liabilities .. .. .. 
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LIABILITIES, 1956 





BALANCE SHEETS BY INDUSTRY 





























(£000) 
TRADE MANUFACTURING 
Retail Wholesale Total Bricks, Iron & 
Trade etc. Steel 
28,939 14,123 43,062 17,081 28,337 
316 2,053 2,369 1,837 7,241 
4,588 2,523 7,111 1,132 — 
26,942 10,678 37,620 14,190 29,188 
3,091 1,823 4,914 3,010 1,011 
63,561 29,147 92,708 35,413 58,536 
5,999 59 6,058 1,600 2,593 
3,750 3,579 7,329 1,815 —_ 
16,463 4,823 21,286 467 6,103 
15,225 13,489 28, "114 9,177 23,234 
5,437 2,459 7, 896 6,154 5,604 
2,554 991 8,545 1,098 1,405 
6,720 2,420 9,140 7,952 1,629 
265 208 473 445 2,293 
119,972 57,174 177,146 64,117 101,395 
ASSETS, 1956 
TRADE MANUFACTURING 
Retail Wholesale Total Bricks, Iron & 
Trade ete. Steel 
56,924 26,208 83,132 25,069 62,754 
3,062 1,242 4,304 3,824 — 
357 366 723 248 _ 
1,189 590 1,779 821 1,604 
36,889 13,638 50,527 22,176 24,775 
18,265 12,922 31,187 9,222 8,032 
2,076 1,579 3,655 1,250 333 
127 80 207 788 3,897 
739 344 1,083 349 — 
342 192 534 364 oa 
119,972 57,174 177,146 64,117 101,395 
LIABILITIES, 1956 
MANUFACTURING 
Food, 
Engineering Vehicles Drink, Breweries Rubber 
Tobacco 
29,772 13,935 39,781 27,396 14,553 
3,358 2,520 2,948 397 1,154 
4,647 2,299 3,711 549 2,783 
18,868 12,318 21,627 24,554 3,767 
6,699 32,768 6,467 1,330 5,061 
59,981 61,317 71,589 53,827 26,164 
1,727 3,504 202 69 21 
2,676 1,757 8,000 2,948 165 
2,441 3,130 4,504 209 3,529 
14,414 15,843 23,755 7,470 6,179 
9,328 11,991 8,409 3,221 3,317 
2,210 716 1,812 1,496 742 
9,082 7,324 10,823 1,178 3,558 
1,107 6,174 968 980 _— 
102,966 111,749 130,053 71,399 43,678 





*Reserves include Share Premiums. 








AGGREGATE 


Fixed Assets 
Intangible .. 


nn ORE Ee 


Unlisted Securities 
Stocks .. a 
Debtors .. 
Listed Securities a at 
Government Securities 
Oe ee Se oa ow 58 
Other Assets .. 

Total Assets .. 


Ordinary Shares . 
Share Premiums’ .. 
Preference Shares . 
Reserves* .. 

Profit and Loss Account . 


Shareholders’ Funds .. .. .. .. 


Outside arene a 
Debentures . - 
Mortgages .. 

Creditors 

Tax Provision .. .. 
Dividend Provision .. .. 
Bank Overdraft .. 
Other Liabilities .. 


Total Liabilities .. . 


Fixed Assets .. 
Intangible .. 
Subsidiaries .. . é ae 
Unlisted Securities at 
Stocks .. “e 
Debtors .. ; 
Listed Securities .. 


Government Securities oe 


Coen... fe 
Other Assets _ “ 


Total Assets .. .... os au re 


344 








BALANCE SHEETS BY INDUSTRY 
ASSETS, 1956 
(£000) 
MANUFACTURING 
Food, 
Engineering Vehicles Drink, Breweries Rubber 
Tobacco 
30,919 37,274 39,124 54,181 11,545 
1,052 2,081 5,114 905 2,268 
459 506 3,907 14 — 
1,764 821 371 68 a 
39,129 47,052 52,849 5,458 20,536 
26,592 12,307 23,649 7,868 9,164 
110 797 1,403 — 60 
129 — 1,587 2,117 oo 
ee 2,101 10,237 953 527 75 
ae 709 668 1,105 262 31 





102,966 111,749 130,053 71,399 43,678 





LIABILITIES, 1956 








MANUFACTURING 

Clothing Newspapers Chemicals Gas Total 
OP & & Manufac- 

Textiles Paper Miscellaneous turing 

25,073 28,373 28,988 8,598 261,887 

2,741 2,907 1,400 442 26,945 

5,094 6,942 2,629 800 30,586 

12,701 9,321 15,796 1,473 163,803 

3,584 1,887 3,557 544 65,918 

46,453 46,523 50,970 11,415 522,188 

a: ae 1,724 2,741 1,344 — 15,525 

“% 1,000 1,500 6,500 21,063 47,424 

ee 6,961 9,186 3,103 46 39,679 

7,437 6,931 7,336 3,235 125,011 

2,422 5,985 8,011 200 64,642 

1,184 1,474 1,822 273 14,232 

10,460 5,937 6,988 431 65,362 

777 752 2,288 6 15,790 





78,425 81,037 88,359 36,669 909,847 
*Reserves include share premiums. 





ASSETS, 1956 





MANUFACTURING 
Clothing Newspapers Chemicals Gas Total 
& & & Manufac- 
Textiles Paper Miscellaneous turing 
31,758 45,221 32,920 28,769 399,534 
1,619 2,814 2,956 294 22,927 | 
193 23 _ — 5,350 | 
706 1,941 2,444 20 10,560 
28,317 15,500 29,575 3,254 288,621 
12,534 13,480 17,093 3,835 143,776 
1,591 161, 503 447 6,655 
726 23 1,620 —_ 10,887 
486 837 1,066 51 16,682 
497 1,027 179 —_ 4,842 





78,425 81,037 88,359 36,669 909,847 
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“CHANGE ME A SMALL SHECK” 


The following article is contributed by MR. J. A. L. GUNN 
(a former editor of “The Australian Accountant’s” tazxa- 
tion section) who at the time of writing was in the United 
States of America in the course of a world tour. 


Years ago I read a story of a 
travelling Russian Corps de Ballet, 
a member of which had only one 
request: “Change me a small sheck.” 
From rosy morn to dewy eve, he re- 
peated these five monosyllables, and 
my family enjoyed them so much 
that they became part of our stock 
of family sayings. A request for 
money from one member to another 
is usually couched in this form. 


These silly but endearing sayings 
are part of the cement that binds a 
family together. They engender feel- 
ings of oneness to each other and 
separateness from the world; indeed, 
without them we should be bereft. 
This beginning was inspired by the 
fact that in the United States of 
America our “cheque” is_ spelt 
“check”, and this fact was brought 
home to me by the circumstance 
that I have just opened a current or 
checking account with the First 
National Bank of Jamestown at its 
head office in Jamestown, in the 
State of New York. 


This State, which extends to the 
border of Canada, is not to be con- 
fused with one of its cities, New 
York, which is 500 miles from where 
I write, and for all I care the city 
could be 5,000 miles away. For here, 
on the shores of Lake Chautauqua, 
the summer weather is like unto a 
garden situated between the Tigris 
and the Euphrates Rivers, at a time 
before an ancestor of yours and 
mine got indigestion through eating 
green apples. In this Paradise you 
don’t need to have a book of verse, 
a jug of wine or thou beside me, but 
they sure help. 
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Jamestown (New York State, not 
to be confused with Jamestown, Vir- 
ginia) is a township of some 50,000 
inhabitants, situated near Lake 
Chautauqua, and about two hours’ 
motor drive south from the city of 
Buffalo, and so within easy reach 
of Niagara Falls. The lake is a long 
narrow sheet of water, narrowest 
about its centre. Hence its name 
Chautauqua, which is Indian for 
“bag-tied-in-the-middle”. There are 
many residential and_ sporting 
centres on the shores of the Lake, in- 
cluding Lakewood where my “thou 
beside me” and I are staying with 
her sister and her sister’s husband, 
Dr. Burt. Our kind host is one of 
the Delectable Mountains, and our 
cup runneth over. 


On the shore is also situated the 
internationally known Chautauqua 
Institution, which is said to attract 
12,000 world-wide visitors daily. 
Last week, we heard Marion Ander- 
son, the famous negro contralto, sing 
for two unforgettable hours. James- 
town was founded in 1805 with a 
population of 29, which by 1827 rose 
to 393. It is an important furniture 
manufacturing centre, beginning 
with a saw mill in 1811. The metal 
furniture industry was introduced in 
1888. Among the inhabitants are 
many folk descended from Swedish 
settlers, who first came to James- 
town in 1849. There is much good- 
natured banter about the Swede’s in- 
ability to say a word beginning with 
“J”. One settler is supposed to com- 
plain at breakfast: “As soon as I 
learn to say “yam” they change it 
to “yelly’”’. 


845. 














I thought readers might be inter- 
ested to know some of the small 
variations in banking practice be- 
tween the U.S. and Australia. As a 
simple Presbyterian, the first that 
occurs to me is the bank charge for 
keeping the account. As opposed to 
the crudely simple Australian charge 
of ten shillings a half year, the 
American scale is a complicated one. 
The U.S. monthly service charge 
which a bank’s customers are re- 
quired to pay represents the differ- 
ence between the total of the “ser- 
vice costs”. and an “income allow- 
ance” of seventeen cents per $100 
per month based on the minimum 
balance carried by the customer dur- 
ing the month. If, in any month, the 
“income allowance” exceeds_ the 
“service costs” there is no charge 
for keeping the account for that 
month, but the excess is not credited 


to the customer’s account. The 
monthly “service costs” are as fol- 
lows :— 
$ 

Account maintenance -75 
Each deposit made ... 073 
Each check on other banks deposited .03 
Cash deposited per $1,000 40 
Each check paid .... .... 073 
Payrolls prepared per $1,000 40 
Miscellaneous services At cost 


Each month, a slip is posted to 
the customer telling him how much 
has been debited to his account, 
representing the previous calendar 
month’s net service charge. This is 
designated on the pass sheet (called 
the statement sheet) as “S.C. = 
$i. leant 

I expressed surprise at the com- 
plicated nature of the charges and 
quoted Dean Inge’s schoolboy who 
translated the old French saying as 
“The Jew is not worth the scandal.” 
However, the bank officer who kindly 
explained to me the facts of USS. 
banking life assured me that, in 
practice, the system was fairly 
simple. He, himself, had prepared a 
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ready reckoner occupying one quarto 
sheet of paper, by which the charge 
could be readily calculated. Using 
this sheet, I have compiled the fol- 
lowing charge :— 
Account maintenance (fixed fee of ’ 
75 cents per month) . -75 
Deposits and checks drawn (these 


bear the same fee of 74 cents each, 
vide above list)— 


5 ee! 24atTicentaeach 1.80 


19 checks 
Out-of-town checks deposited, 3 at 3 
cents each .09 
$2.64 
Deduct: 


Credit allowed on balance— 
Rate—17 cents per $100. 


Minimum credit balance during 
month $1,200. 


$1,200 at 17 cents per $100 ... 2.04 


' Thus, the net charge for the month 


is 0 cents $0.60 


As this sum represents approxi- 
mately 5s. in our currency, the game 
is worth the candle. In fact, I was 
told that the charge represented an 
annual gain to the bank of about 
30,000 dollars. 


The U.S. system certainly has the 
important merit of justice in that a 
large corporation making daily de- 
posits and issuing thousands of 
checks a month pays a substantial 
amount for the substantial services 
rendered to it, whereas a member of 
the undeserving poor like myself 
pays only a nominal sum. The Aus- 
tralian system of a flat charge per 
account can only be justified on my 
well-known principle: “The rich get 
richer and the poor have children.” 


When opening the account, I was 
handed a check book and a deposit 
book (which takes the place of the 
duplicate deposit slip). There ap- 
pears to be no feature of the deposit- 
ing operation which calls for men- 
tion except that each bank has a 
code number, and this code number 
is recorded on its checks. When de- 
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positing a check, all that is necessary 
is to quote the code number and the 
amount on the deposit slip. 


The check book, however, has 
some interesting features. First of 
all, it is fitted into a highly attrac- 
tive, convenient and strong con- 
tainer, into a slot of which I have 
also fitted the small deposit book. 
The small cheque books issued to 
private customers of Australian 
banks provide space on the butt of 
each cheque to record the running 
balance in the following manner :— 


£ s. 
Balance Bt. Forwar —_ — 
ON 3. cs, ion. wal —_ — 


| a na ast Nas: 
Cele eee... Bal ni... —_ — 


aie Oe Me 


The U.S. check book enables the 
same information to be recorded ex- 
cept that the combined check butt 
and running record is contained in 
a separate sheet which accommo- 
dates the particulars relating to 
three checks. Thus, the sheet is in- 
serted at the beginning of the book 
and each third check thereafter. 
This combined record sheet is ruled 
as follows :— 





The checks are unnumbered. It is 
left to the customer to number them 
as he chooses or to leave them un- 
numbered. Where the sum payable 
is an even number of dollars, the 
check is made out as follows :— 


ba Date 
Pay to the 
00 
Order of John Jones — 
1 
Four hundred and no/100 Dollars 


Samuel Smith 


If the amount payable contains 
cents, the sum in words would be 
expressed :— 


“Five and 6/100” Dollars 
and the sum in figures would be shown 
06 








— 06 
as:—“5 100 or 5 —” 


It will be noted that the U.S. check 
is printed “Pay to the order of” 
whereas the Australian cheque is 
PTS WEG ccccnccocensncsosesd or bearer”. 
So, in America, a check is auto- 
matically drawn to order. It is cus- 
tomary for the payee to endorse the 
check: at the top of its reverse 
side, and not in or about the centre 
thereof. If the drawer of the check 























—- Amount forward $500.28 
No. 1 Date, July 7, 1957. Amount deposited 400.00 
Pay to: Heep & Toy Club oe 900.28 
For: Charitable Gift. This Check 57.50 
- Amount forward $842.78 
No. 2 Date, July 8, 1957. Amount deposited Nil 
Pay to: Plonk Club i eye 
‘ - alance . 
For: Medicine. This Check 18.25 
Amount forward $824.53 
No. 3 Date, July 9, 1957. Amount deposited 100.00 
Pay to: Self Balance 924.53 
This check 50.00 
For: Private. ——- 
Amount forward $874.53 














N.B.—A space marked “Figure Here” 


is left on the right hand side of the cheque 


sheet. It could be used to record particulars of deposits. 
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wishes to obtain cash at the bank, 
he makes out the check in favour of 
“cash” or “self”, in which case the 
check is not required to be endorsed 
by the drawer. This morning the 
bank rang me to say that a remit- 
tance had been received from Aus- 
tralia in my favour, and would I 
like it paid to my checking account? 
Sure! I was further asked if there 
were likely to be more of these re- 
mittances. “Sure”, I replied, “I am 
a remittance man”. This facetious 
nonsense was met with deserved 
silence. 


The U.S. bankers I have talked 
with all questioned me: about the 
Australian overdraft system, where 
a customer is granted the right to 
“overdraw” his current account up 
to a specified limit yet pays interest 
only on his actual debit balances, 
calculated on an account current 
basis. This is not the position in 
America where outright loans are 
made to customers by way of mort- 
gages, notes, etc., and the proceeds 
of the loan are paid to the customer’s 
current account or as he otherwise 
directs. He pays full interest ac- 
cording to the terms of the loan, and 
there is no off-set against such 
interest by reason of sums standing 
to the credit of his current account. 





As previously explained, a separate 
monthly interest credit is granted on 
the minimum sum standing to the 
customer’s current account in that 
month, but this credit is limited to 
the amount of the charges against 
the customer for that month. 


Here in this pleasant countryside 
where soft incense hangs upon the 
boughs of countless maple trees, we 
rest sustained by the local loaf of 
bread and the jug of wine about 
which I shall write in a later note. 
Here is the centre of the First 
National Bank of Jamestown. I have 
thought it a matter of mild interest 
to readers to indicate a few of the 
differences in banking practice as 
it affects the public. But the two 
countries enjoy one thing in com- 
mon, and that is the courtesy of its 
banking staff. It was said in former 
times that manners maketh man; it 
surely graces the members of a 
modern bank. That grace could be 
in jeopardy if banking were socia- 
lised. For this reason alone, we 
should preserve the competitive 
system for that system is a great 
preservative of courtesy. 


The bank’s balance sheet at June 
29, 1957, is summarised as fol- 
lows :— 








Capital and Liabilities 


Capital and undivided profits $3,295,506 
Deposits and other liabilities 36,150,466 
$39,445,972 








Assets 


Cash on hand and due from 
Banks 


U.S. Bonds, State, Municipal 


$3,689,562 





and other Bonds 17,340,572 
Loans and discounts 8,492,87 
Mortgages 8,936,937 
Real Estate, furniture and 

other assets 986,027 

$39,445,972 
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Just spin the wheel to the required position and draw out 
the card—that’s the SPINDEX, the fastest known method 
of extracting and posting record cards. The SPINDEX 
uses standard size cards which need no slotting or punch- 
ing, there’s more room for details, and typing is easy 
and quick. No awkward time-wasting springs, clips, or 
binders, just greater efficiency with SPI DEX. 


For Cost Cards, Customer Index, Purchase Records plus 
100 other uses—turn to SPINDEX. 
Call and see the SPINDEX or write for illustrated folder. 


HARVEY NUDEX 


PTY. LTD. 
427 SPENCER STREET, MELBOURNE 


AS4!1 





The Australian Accountant, August, 1957. 











SPIN THE WHEEL-SELECT YOUR CARD 


OUTMOOES ALL OTHER 
CARO SYSTEMS / 





SPINDEX JUNIOR (left) Holds 2,000 
ecards in 2 square feet of desk area, 
has counter-balanced ooey Fem lock - 
able lid, can be installed in any desk 
or mounted on its own ‘‘Traymobile’’. 
In heavy gauge steel with grey 
hammerstone finish. Height 1’ 6”, 
Depth Il’ 8. 


SPINDEX SENIOR (right) Holds 
5,000 cards, in 70% less floor space 
than usual filing systems; costs only 
half as much. Cards sizes 8” x 5”, 
6” x 4”, and 5” x 3”. Mounted on 
smooth running castors. 
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It is 


me COMPLETE- 

a WEALTH TAY Ete 4 

ar eee RELIABLE — 
ata and 


CONSTANTLY UP-TO-DATE 


THE BOOK 


The 1957 Edition of GUNN’S COMMONWEALTH INCOME TAX LAW & PRACTICE 
supplies the full text of the Commonwealth Income Tax and Social Services Contribution 
Assessment Act 1936-56 together with explanations of the sections and practical examples. 


Price £8/8/- cash (delivery charge extra). 


THE SERVICE 


The BUTTERWORTH TAXATION SERVICE has been designed to keep “Gunn” 
up-to-date. The service supplies;—-LOOSE LEAF SERVICE to keep the book up-to-date, 
twice a year; CURRENT TAXATION, monthly parts; COMMONWEALTH TAXATION 
BOARD OF REVIEW DECISIONS, monthly parts; AUSTRALIAN INCOME TAX 
REPORTS, parts as published about 4 times yearly; NEW ACTS, copy of all new Income 
Tax Acts shortly after they are passed by Parliament. 


COST OF COMPLETE SERVICE £4/10/- per annum, plus postage. 


BUTTERWORTHS 


6-8 O’Connell Street, 430 Bourke Street, 240 Queen Street, 
SYDNEY MELBOURNE BRISBANE 
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ownership of the income flowing 
therefrom. The sale of shares on the 
day before a dividend is to be paid 
results in that dividend being re- 
ceived by the new owner; the tax on 
the dividend is rightly payable by 
the new owner because it is his in- 
come, and the Commissioner is not 
likely to attack the transaction on 
the ground that the previous owner 
of the shares had entered into an 
arrangement to lessen his tax. This 
should be so, even if the considera- 
tion for the sale of the shares was 
greater than it otherwise would be 
because the purchaser will receive 
the dividend. 


A different conclusion might fol- 
low, however, when the monies which 
represent the income which is the 
subject of the re-arrangement find 
their way substantially into the hands 
of the same persons who would in 
any event have received them, but 
in such a manner, or in such form, 
that the liability to income tax which 
might have existed appears to have 
been destroyed. Under such circum- 
stances, the provisions of Section 260 
give the Commissioner the right to 
“remove the curtain” and apply the 
provisions of the Act to what would 
have been the position if the “con- 
tract agreement or arrangement” ob- 
jected to had not taken place. 


As might be expected, there are 
few precedents which will assist in 
determining, in a given set of cir- 
cumstances, whether the section is 
likely to be applied. Because of the 
broad character of the provisions, 
and the inevitable absence of any 
reference to specific circumstances 
which might give‘rise to their appli- 
cation, the cases in which the sec- 
tion has been dealt with have merely 
provided a decision on each particular 
set of facts as they have arisen. 


This uncertainty as to the possible 
application of Section 260 will not, 
however, discourage many enterpris- 
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ing minds from their search for in- 
genious methods of legal avoidance 
of income tax. There is no doubt 
that a taxpayer may so organise his 
financial affairs that his liability to 
income tax is minimised. 


One such plan is the subject of this 
report. The case was Commissioner 
of Taxation v. Newton and Others 
(not yet reported), and consisted of 
an appeal by the Commissioner to the 
Full High Court from a decision of 
Kitto, J., sitting as a single judge of 
the Court. 


The essential elements of the situa- 
tion, in the first place, were as fol- 
lows :— 


(I) Three companies were carry- 
ing on a business of trading in motor 
vehicles, and during the year ended 
June 30, 1949, had earned large 
profits. 


(II) The companies were “private” 
for the purposes of Commonwealth 
Income Tax, and therefore the fact 
that these profits had been earned 
created what Fullagar J., described 
as the “dilemma” posed by Division 
7 of the Income Tax Assessment Act. 
The companies had either to make 
a “sufficient distribution” of divi- 
dends to shareholders before Decem- 
ber 31, 1949, in the form of cash or 
bonus shares (on which the share- 
holders would pay tax at the maxi- 
mum rate of 15/- in the £, as their 
other income was high) or, if no 
such distribution was made, the com- 
panies would be liable for undistri- 
buted profits tax on the amounts not 
distributed, involving an equally 
large tax liability. 


(III) There was, therefore, a dis- 
inclination on the part of the share- 
holders either to receive the profits 
as dividends or to leave them undis- 
tributed for in either case it appeared 
that the ultimate benefit to them 
could only be 5/- in the £ of the 
“sufficient distribution”. In the cir- 
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cumstances, this application of the 
“private company” provisions was 
unfortunate, because the companies 
were seriously in need of additional 
capital. 


(IV) The companies employed the 
services of a tax agent with a fertile 
imagination. 


The procedures adopted by the 
companies concerned were most com- 
plex, and it is felt that, for the pur- 
poses of this report, the essential 
features only should be described. It 
should be mentioned at the outset, 
however, that this basic procedure 
was undertaken by each of the three 
companies in respect of profits earned 
during the year ended June, 1949, 
and repeated with minor variation by 
two of the companies the following 
year. 


The escape from the Division 7 
“dilemma” was as follows—the fig- 
ures used are, broadly, those involved 
in relation to one of the companies 
concerned : 


1. The nominal capital of the com- 
pany (L) was increased from 
£250,000 to £750,000, represent- 


ing: 
5,000 A preference shares (these 
are not relevant to the scheme), 
445,000 5% B preference shares, 
80,000 A ordinary shares, 
220,000 B ordinary shares. 


2. The issued capital was: 

5,000 A preference shares, 

80,000 A ordinary shares. By 
an alteration of the Articles of 
the company these shares were 
entitled (subject to the rights of 
the A preference shares) to all 
the dividends declared after De- 
cember 14, 1949, until the divi- 
dends reached £6 per share. 
After that, these shares became 
five per cent. cumulative prefer- 
ence shares. 

160,000 B ordinary shares. 


8. The A ordinary shares were 


offered to P Company. (a share 
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trading company) for £6 per 
share. 


4. The directors of L Co. decided to 
issue 400,000 B preference shares, 
to be offered at par to the per- 
son(s) entitled to the dividend 
on the A ordinary shares. 


5. A dividend of £6 per share was 
declared on the A _ ordinary 
shares. 

6. P Co.: 

(i) bought the 80,000 A ordi- 
nary shares for £480,000, 


(ii) received a dividend on the 


A ordinary shares of 
£480,000, 

(iii) paid for the 400,000 B 
preference shares — 
£400,000, 


(iv) sold the 400,000 B prefer- 
ence shares to the holders 
of the B ordinary shares 
(the original shareholders 
of L) for £400,000. 


All this was done by exchange of 
cheques. 


Result of the Procedure 
The result, so far, was as follows: 


(i) the necessary dividend 
(£480,000) had been declared, 
so relieving L Co. of a liabil- 
ity to Undistributed Profits 
Tax. 


(ii) the shareholders of L Co. 
had sold their 80,000 A ordi- 
nary shares for £480,000 and 
in return had acquired 400,000 
B ordinary shares and £80,000 


cash. 
(iii) P Co. owned the 80,000 A 
ordinary shares (cost 


£480,000) and had received 
dividends of £480,000. 


The’80,000 A ordinary shares held 
by P Co., having exhausted their 
special dividend rights (see 2 above), 
were now in effect five per cent. 
cumulative preference shares, and 

















these were sold to an associated 
family investment company for 
£80,000—tthat, then, was their real 
value. 


As P Co. was engaged in the busi- 
ness of trading in shares, it received 
a deduction for the cost of the A 
ordinary shares (£480,000) and in- 
cluded in assessable income the divi- 
dend (£480,000) and the sale price 
of the shares (£80,000). P Co. was 
not subject to primary tax on the 
profit of £80,000, because that amount 
(representing the dividend less the 
loss on sale of the shares) was al- 
lowed the rebate provided by Section 
46. Also, other share transactions 
were so arranged that only a very 
small part of this £80,000 taxable 
income was subject to Undistributed 
Profits Tax. 


The aggregate actual figures in- 
volved in the five series of transac- 
tions which comprised the scheme 
were: 


(a) The shareholders in the motor 

companies received £476,091 
in cash, and 1,185,631 £1 5% 
preference shares. 
The companies had avoided 
Undistributed Profits Tax be- 
cause the necessary dividends 
had been paid, and the share- 
holders had avoided tax on 
what they had gained because 
the cash and shares which they 
received were of a capital 
nature. 

(b) The P. company received 
£102,404 in cash, and 161,213 
five per cent. preference shares 
in the three motor companies. 

Fullagar J., said: “The sands of the 

Lydian river were indeed golden, but 
there was no gold which did not come 
from the profits of the motor com- 
panies”. 


The Judgment 


The Commissioner did not seek 
to deny the genuineness of the trans- 
actions which took place in the exe- 
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cution of the scheme. The steps 
taken were legally effective, but he 
maintained that the arrangement 
was one struck at by Section 260, 
and that therefore, the section should 
be applied to give to the shares and 
cash which the shareholders received 
the character of dividend income. 


In Bell v. Federal Commissioner 
of Taxation 87 C.L.R. 548, Section 
260 was described as “an annihilating 
provision only”. “It assists the 
Commissioner only if, when all con- 
tracts, agreements and arrangements 
having such a purpose or effect as 
the section mentions are obliterated, 
the facts which remain justify the 
Commissioner’s assessment.” 


So the Commissioner, in effect, 
sought to “annihilate” the transac- 
tions commencing with the transfer 
of the “A” ordinary shares to P Co. 
before the dividends were declared, 
thus leaving the shareholders the 
holders of the shares and entitled 
to the special dividends that were 
declared on them. These transac- 
tions, the Commissioner contended, 
represented an arrangement the pur- 
pose or effect of which was to de- 
feat or avoid a liability imposed on 
the shareholders by the Income Tax 
Assessment Act. 


The Court, by a majority of four 
to one, agreed with the Commissioner, 
thus holding that the provisions of 
Section 260 were applicable to the 
scheme entered into by the motor 
companies. 


The following extract from the 
judgment, although disconnected, 
should provide an indication of the 
attitude of the Court. 


MCTIERNAN, J.: 

“The Commissioner was entitled 
to rely on Section 260, if the pro- 
portion of the dividend included in 
the taxable income of each respon- 
dent was really and truly his income. 

The artificial routine used in 
carrying out the sales and transfers 
carries its tax avoiding purpose and 
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effect on its face.... The transfers 
of the shares must be deemed to be 
absolutely void as against the Com- 
missioner.” 


WILLIAMS, J. 
C.J. agreed) : 
“T have no doubt that it was an 

arrangement the purpose of which 
was directly or indirectly to defeat 
or avoid a liability imposed on the 
shareholders by the Act. The in- 
come in the shape of the special 
dividends was in fact distributed; 
these distributions, except for the 
sums that went to P, reached the 
hands of the shareholders; part of 
the distributions which reached them 
was applied to pay for the new ‘B’ 
preference shares which became their 
property and the balance was re- 
tained by them as cash. The whole 
of the income comprised in the spe- 
cial dividends . . . would have been 
assessable income of the shareholders 
but for the steps that were inter- 
posed by the concerted action of 
the companies, their directors, share- 
holders and P Co. .. . The inference 
is irresistible that all the parties in- 
tended that the monies required to 
finance the whole of the steps that 
were taken were to be provided out 
of the income of the companies in- 
tended to be distributed by the spe- 
cial dividends declared on the ‘A’ 
ordinary shares. . . . The liability 
to pay income tax on income of the 
companies which reached the share- 
holders in the shape of fully paid 
shares or cash and which should have 
been part of their assessable income 
was avoided. . . . The arrangement 
was not of a precise legal character. 
It consisted of quite clear commer- 
cial understandings between the par- 
ties as to the concerted action that 
was necessary to carry it out and 
everyone was completely confident 
that each would perform his or its 
part in doing so... .” 


FULLAGAR, J. (with 
DIxon, C.J. agreed) : 


“What other inference is possible 


(with whom DIXON, 


whom also 
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than that the very remarkable series 
of operations was undertaken and 
carried out in pursuance of an ar- 
rangement, which had for its pur- 
pose the avoiding of a liability to 
income tax imposed by the Act on 
persons in the position of L. Co. and 
its shareholders? ... It is nothing 
to the point in considering the pur- 
pose of the agreement or arrange- 
ment, to assert that it was ‘genuine’ 
or intended to have real effect .. .” 
“As Isaacs, J. said in Jacques v. 
Federal Commissioner of Taxation 
(1924) 34 C.L.R. 328 ‘a sham trans- 
action needs no enactment to nullify 
egy 


The dissenting Judge, TAYLOR, J.: 


“Although the operation of Sec- 
tion 260 is not invoked by every 
‘arrangement’ which has the effect 


. of avoiding income tax in the general 


sense already indicated it will be 
invoked where the arrangement has 
no significance or purpose but the 
avoidance of tax in that sense... 
The dealings were within the capa- 
city of the companies concerned and 
were genuine and effective and, in 
these circumstances, it cannot be 
said that the arrangements had no 
purposes or significance other than 
the avoidance of income tax... 
The amounts paid by P. Co. were 
paid in respect of a price legally 
payable and, although the notional 
annihilations of the transfers may, 
again notionally, leave those 
amounts without a character it can- 
not operate to invest them with a 
new character... I am of the 
opinion that Section 260 has no ap- 
plication to these appeals and that, 
even if it has, it does not assist the 
appellant in upholding the assess- 
ments either wholly or in part.” 


The assessments, which the judg- 
ment of the Court confirmed, in- 
cluded as assessable income of the 
shareholders of the three motor com- 
panies the whole of the monies paid 
as dividends. No allowance was 
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When the staff is growing but the staff room is not, 
consider a switch to lockers by Steelbilt . . . they make 
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= SELF-LATCHING LOCKING DEVICE 


@ A gentle push of the door causes the locking 
finger to ride up over the locking jamb, auto- 
matically locking the door. | 


@ Can be supplied with lock and duplicate keys, 
8 master keyed or, if preferred, without lock, 

provision being made for fixing a padlock. Write 

or ’phone us to-day for full details and prices. 


Another Product of WORMALD BROTHERS INDUSTRIES ome 1889 
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news for private 


A new plan for 
key men has recently 
been introduced by the 
A.M.P. Society 


This plan has 
remarkable advantages in helping 


you solve your INCOME TAX and DEATH DUTY 
problems. 


Contact your A.M.P. Representative or a 
telephone call to the nearest A.M.P. 
office will bring you full 
information. 


Sydney-B 0530; Melbourne-MB 1781 
Brishane-FA 1981; Adelaide-LA 2372 
Perth-BA 2001; Hobart-8 7621 


AUSTRALIAN MUTUAL PROVIDENT SOCIETY 


HEAD OFFICE: 87 PITT STREET, SYDNEY e GENERAL MANAGER: M. C, BUTTFIELD 


rii3n 
The Australian Accountant, August, 1957. 














made for what P. Co. ultimately re- 
tained in cash and shares. As Wil- 
liams, J. said: 


“After Section 260 has done its 
work the whole of the special divi- 
dends must be considered to be 
for the purpose of income tax the 
property of the _ shareholders. 
Any portion of these distributions 





P. Co. received must be considered 
to have been paid to it with their 
consent (as part of its remunera- 
tion for carrying out the arrange- 
ment).” 


(An application will be made to 
the Privy Council for special leave 
to appeal against the decision of the 
High Court). 





RY 


Editorial Change — Taxation Section 


Resignation of Mr. R. E. O’Neill 


Our congratulations are extended 
to Mr. R. E. O’Neill, F.A.S.A., on 
his appointment, as from July 1, to 
the Taxation Board of Review, No. 1. 


Mr. O’Neill’s new responsibilities 
with the Board of Review has made 
necessary his resignation as taxation 
editor of The Australian Accountant. 


He has been taxation editor of 
The Australian Accountant since 
July, 1955, and his authoritative 
articles and comments have proved of 
great interest and value to readers 
of the journal. 


Academically and practically Mr. 
O’Neill is admirably fitted for his 
new position as a member of the 
Taxation Board of Review. He is a 
Fellow of the Australian Society of 
Accountants; an Associate of the 
Chartered Institute of Secretaries; 
and an Associate of the English 
Society of Incorporated Accountants. 
He was editorial manager of Rydge’s 
Business Journal from 1938 to 1945 
when he resigned to join the Sydney 
firm of J. L. Gunn and Partners. He 
was admitted as a partner of that 
firm in 1947. He is co-author of 
Gunn’s Commonwealth Income Tax 
Law and Practice and of the Guide 
to Commonwealth Income Taz, and 
author of Pay-roll Tax in Australia. 
For some years he has been editor 
of Current Taxation; Australian 


The Australian Accountant, August, 1957. 


and New Zealand Income Taz 
Reports; Commonwealth Tazxation 
Board of Review Decisions (New 
Series). 


Appointment of Mr. D. C. Wilkins 


Mr. Donald C. Wilkins has been 
appointed to succeed Mr. O’Neill as 
taxation editor, as of this issue. 
For some time he has been contribut- 
ing articles to the journal under the 


heading, “Notes on Selected Tax 
Cases”. 
Mr. Wilkins graduated B.Com. 


University of Melbourne in 1953, and 
he is an Associate of the Australian 
Society of Accountants. He began 
his career as an officer of the Federal 
Taxation Department, Central Office, 
in 1936 and remained with the De- 
partment until December 1952 when 
he resigned to join Smith Johnson & 
Co. Chartered Accountants (Aust.), 
of Melbourne. 


He saw active service with the 
R.A.A.F. from June 1940 until 
March 1946. 


In November 1950 he was attached 
to the Commonwealth Committee on 
Taxation and later became secretary 
to the Committee. This association 
was terminated when he resigned 
from the Taxation Department. 
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NOTES ON SELECTED TAX CASES 





By D. C. WILKINS, B.COM., A.A.S.A. 


Valuation of Trading Stock 


Stock on hand having been included 
in a return at cost, and the assess- 
ment having been issued on that 
basis, an alteration of the method of 
valuing stock was not permitted 
(Section 31 of the Income Tax As- 
sessment Act). 


The taxpayer’s accounts for the 
year ended June 30, 1952, showed 
stock on hand at that date valued at 
cost price. In October, 1953, an ob- 
jection was lodged on the ground that 
the taxable income should be reduced 
by an amount representing the differ- 


ence between cost price and replace-. 


ment value at June 30. The objec- 
tion was disallowed, and the tax- 
payer’s appeal to the Board of Re- 
view is reported in 6 C.T.B.R. (N.S.) 
Case 46. 


At the hearing, it was stated that 
the stock was consciously brought 
into the accounts at cost although it 
was known that the replacement 
value was substantially less. It was 
then contended that in submitting the 
return the taxpayer company had 
not explicitly exercised the option 
provided for by Section 31 of the 
Act, and therefore that such an op- 
tion could be made at a later date, 
prior to the end of the period allowed 
for the lodging of an objection. Al- 
ternatively, it was claimed that if 
the furnishing of the return did con- 
stitute an option for the valuation 
of stock at cost, that option could 
be varied before the expiration of 
the time limit for lodging the objec- 
tion. 


The Board held that an option to 
value stock at cost had been made 
when the return was furnished. The 
assessment issued was therefore the 
only one which the Commissioner 
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could have made. Further, as a valid 
option had been exercised under Sec- 
tion 31, it was not open to the tax- 
payer company to vary that election 
by objecting to the assessment on 
that basis. The taxpayer had, in 
effect, changed its mind, and as the 
assessment could not be regarded as 
excessive, no “adjustment” of the 
value of stock on hand could be al- 
lowed. 


Payments to Obtain Premises 


Amounts paid to an outgoing 
tenant were held not to be a “pre- 
mium”’, as the tenancy was not as- 
signed to the person incurring the 
expenditure (Section 83 of the In- 
come Tax Assessment Act). 

Suitable office space is often diffi- 
cult to acquire. It is not surprising, 
therefore, that negotiations for a 
transfer of occupancy are often ac- 
companied by a demand by the out- 
going occupant for some considera- 
tion for his agreement to vacate. 
Sometimes this consideration is 
plainly called “key money”, at other 
times it represents a payment for 
goodwill, the use of a trade name, 
etc. Whether the incoming tenant 
intends to use the trade name, or 
benefit from the goodwill acquired, 
is not to the point. 

The desire, on the part of the in- 
coming tenant, to have the payments 
allowed as a deduction for income 
tax purposes is naturally counter- 
balanced by the disinclination of the 
outgoing tenant to pay tax on what 
he received. Such a situation ap- 
pears to have arisen in the Board 
of Review case reported in 6 C.T.B.R. 
(N.S.) Case 47. 

A solicitor who leased a suite in 
a city building and who required ad- 
ditional space, agreed to purchase 
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the business of an estate agent oc- 
cupying an adjoining room, thus ob- 
taining the room. 


At the solicitor’s request, both the 
landlord and his agent agreed to con- 
sent to the assignment of the estate 
agent’s lease (a monthly tenancy) 
to the solicitor. However, the estate 
agent did not, at any time, state in 
writing that he was willing to assign 
the lease. 


Later the estate agent informed 
the solicitor that he would surrender 
the lease; apparently he had been 
advised that if he assigned the lease 
and received a premium, he would be 
taxed on it. Accordingly, the estate 
agent surrendered the lease, and the 
surrender took effect as from 2 p.m. 
on July 2, 1952. The keys were 
handed over to the solicitor at that 
hour. The solicitor obtained a new 
monthly tenancy from July 3. 


The agreement for sale of the 
estate agent’s business disclosed that 
£255 had been paid by the solicitor 
for the goodwill, and £1,000 for the 
use of the firm’s name. The solicitor 
contended that the amount of £1,255 
was a premium paid on the assign- 
ment to him of a lease, and accord- 
ingly a sinking fund deduction should 
be allowed. 


The Board adopted the view that 
there was no assignment of the lease 
from the estate agent to the solicitor ; 
on the contrary the estate agent was 
careful not to assign. There could 
not be an assignment of the balance 
of the term of the lease (from 2 
p.m., July 2, to July 3), as the estate 
agent having surrendered the lease 
had no interest in the property 
which he could assign. 


Williams, J., in Phillips v. Federal 
Commissioner of Taxation (1947) 4 
A.I.T.R. 89, made it clear that a 
premium for the grant or assignment 
of a lease must be received by the 
person who grants or assigns it. The 
Board held therefore that as there 
was no assignment, the amount of 
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£1,255 paid by the solicitor was not 
a “premium” and therefore he was 
not entitled to a deduction under 
Section 83 (1). No allowance, also, 
was permitted under Section 51, as 
the expenditure was held to be of a 
capital nature. 


Source of Dividends 


Dividends received by a non-resi- 
dent, from shares located ex-Aus- 
tralia, partly out of Australian 
profits, were held not to be exempt 
under Section 23 (r) of the Income 
Tax Assessment Act. 


6 C.T.B.R. (N.S.) Case 35 provided 
an interesting interpretation of the 
relationship between s. 44 (1) (b) 
and s. 23 (r) of the Act. 


The taxpayer, a non-resident of 
Australia, was paid certain dividends 
on shares which were registered on 
an ex-Australian share register. The 
dividends were paid in part from 
profits derived by the companies from 
sources out of Australia. 


For the taxpayer, it was contended 
before the Board that the dividends 
were not to any extent assessable 
income, by virtue of the operation 
of Section 23 (r), which provides 
for the exemption of income derived 
by a non-resident from _ sources 
wholly out of Australia. The source 
of the dividends was claimed to be 
the place where the shares were lo- 
cated, that is, the ex-Australian share 
register. 


The Commissioner, however, ar- 
gued that the dividends were assess- 
able income, that Section 23 (r) had 
to be read subject to Section 44 (1) 
(b) the appropriate provisions of 
which are to the effect that dividends 
paid to a non-resident are assessable 
to the extent to which those dividends 
have been paid out of profits derived 
by the company from sources in 
Australia. 


The question whether the “source” 
of a dividend is the locality of the 
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shares on which it is paid, or the 
place where the relevant profits had 
been derived, has been discussed on 
many occasions both in English and 
Australian courts. In the present 
case, however, the Board considered 
that the source of the dividends was 
not exclusively one or the other. On 
the authority of a recent decision of 
the Full High Court, in Commissioner 
of Taxation (N.S.W.) v. Freeman 
(1956) 6 A.I.T.R. 225, the Board 
observed that the dividend income 
“has firstly a direct and immediate 
source” namely, the locality of the 
shares, and “secondly and concur- 
rently an ultimate source”, that is, 
the place where the profits were 
earned from which the dividend was 
paid. 

Consequently, taking the view that 
the dividends received by the tax- 
payer had both an Australian and an 
ex-Australian source, it could not be 
said that the dividends were paid 
wholly from sources out of Australia, 
as required by Section 23 (r). 

Therefore it was held that section 
44 (1) (b) should apply, to include 
in the taxpayer’s assessable income 
that part of the dividends which was 
calculated as having been paid out 
of the various companies’ profits 
which arose from sources in Aus- 
tralia. 


Travelling Between Home and 
Business 

Car expenses incurred by a chemist 
travelling from his home to the shop 
were treated as of a private or 
domestic nature (Section 51 of the 
Income Tax Assessment Act). 

In 6 C.T.B.R. (N.S.) Case 37, the 
Board of Review had to decide what 
part, if any, of the expenditure in- 
curred by a pharmaceutical chemist 
in regular travelling between his 
home and his place of business should 
be allowed as a loss or outgoing in 
earning his assessable income. 

The car was available during the 
day to make deliveries, etc., and was 


358 











also used for purely private pur- 
poses. An estimate of the weekly use 
of the car was: one fifth private, one 
fifth for business, and three fifths 
for travelling to and from business. 


The taxpayer’s representative, be- 
fore the Board, conceded that if the 
car had not been employed at all in 
the business, expenditure incurred 
for travelling between his residence 
and business would be correctly dis- 
allowed as a deduction, in view of the 
various earlier decisions of the Board 
of Review to the effect that such ex- 
penditure was of a private or domes- 
tic nature. However, it was claimed 
that the circumstances of this case 
were different. As there was no 
garage near the chemist’s shop, it 
was neither practicable nor desirable 
to leave the car in the street all night, 
and it was therefore necessary, if 
the chemist was going to have the 
car available each day, for it to be 
taken home each night and brought 
back each morning. This, it was 
suggested, made the purpose of such 
travelling of a business nature. 


The Board stated that many 
reasons might exist for using a car 
for travelling between home and busi- 
ness—some of which might make 
such a mode of travelling the only 
possible way—but whatever is the 
reason, the principle previously es- 
tablished by decisions of the Board 
should be adhered to, and therefore 
expenditure incurred in such use of 
the car should be regarded as of a 
private or domestic nature. 


—o— 


N.S.W. Land Tax Management Act 
1956: Objections and Appeals 


The Commissioner of Land Tax, Mr. R. 
E. Garbutt, advises that the Prothonotary 
of the Supreme Court of New South Wales 
has ‘stated that:—“It would appear that 
the Taxation Appeal Rules promulgated on 
July 14, 1952, and in force from January 
1, 1953, are entirely apt and sufficient to 
cover appeals to the Supreme Court under 
Section 35.” 
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Letters to the 
Editor 


Dear Sir, 


The article entitled “Lump Sum 
Paid on ‘Retirement’ ” appearing in 
your journal of May, 1957, has been 
brought under my notice. Similar 
circumstances to those described in 
the case mentioned exist in the Vic- 
torian Education Department. 


After negotiations this Department 
was advised in April, 1954, by the 
Federal Treasurer, Sir Arthur Fad- 
den, that the Commissioner of Taxa- 
tion had reconsidered the matter. 
The following extracts from Sir 
Arthur Fadden’s letter make the posi- 
tion clear :— 


“Under the provisions of the law, 
the assessable income of a taxpayer 
includes all allowances and gratui- 
ties given or granted to him directly 
or indirectly in respect of employ- 
ment or services rendered. A gratuity 
in lieu of furlough, therefore, is 
clearly liable to tax in full unless it 
can be shown that the gratuity is a 
capital amount received in a lump 
sum in consequence of retirement. 
In the latter event, only five percent. 
of the gratuity attracts tax... 


“The Commissioner of Taxation has 
now reconsidered the matter and, 
after carefully examining the addi- 
tional information supplied . . . has 
decided that there was a factual re- 
tirement by Mr...... from his for- 
mer position in the Education De- 
partment and that the gratuity in 
lieu of furlough was paid to him in 
consequence of that _ retirement. 
Accordingly, arrangements have been 
made for the issue of a notice of 
amended assessment in which only 
five percent, of the gratuity will be 
treated as part of the assessable 
income.” 

W. T. PLACE, 


Secretary, Victorian Education Dept. 
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Dear Sir, 


Your editorial on “Improving Pub- 
lic Accounts” (June issue) draws at- 
tention to inefficiencies in the meth- 
ods of control prevalent in Govern- 
ment and semi-governmental accoun- 
tancy. 

As an employee in one such de- 
partment I agree entirely with the 
sentiments expressed and would like, 
if I may, to quote you some specific 
financial problems which prevent 
efficient administration. 

1. The possibility of the forfeiture 
of unexpended portion of some 
funds at close of financial year 
resulting in a tendency toward 
“panic” spending towards close 
of the year. 

2. Restriction of allocation of ex- 
penditure grants to the limited 
period of twelve months instead 
of allowing a reasonable propor- 
tion of guaranteed revenue to be 
allocated on a three-year basis 
and so provide for long term plan- 
ning and continuity of work pro- 
grammes. 

3. Ban on the provision of deprecia- 
tion reserves to finance future 
purchase of plant and other capi- 
tal items. 

4. The emphasis placed by audit 
branch on the detailed checking 
of financial expenditure records 
rather than verification of assets, 
materials usage, plant contro] and 
various other matters related to 
accountancy in the field. 

5. Insufficient delegation of author- 
ity by top line executives result- 
ing in their time being absorbed 
on matters of detail rather than 
overall policy. 

There are many other matters of 
a similar nature which require atten- 
tion and I think the suggested remedy 
of a mingling of inside and outside 
authority has much to commend it. 
It is certainly very difficult, if not 
impossible, to obtain satisfactory 
action from within the ranks. 


S. K. GAVIN, A.A.S.A. 
Geelong. 
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Birthday Honours 


Our congratulations are extended 
to the following members of the Aus- 
tralian Society of Accountants whose 
names appeared in the Birthday 
Honours List :— 

SIR FRANK SELLECK, « Kt., 
M.C., F.A.S.A., Lord Mayor of Mel- 
bourne who has been honoured with 
the further distinction of Knight 
Commander of the British Empire. 

Sir WILLIAM DUNK, C.B.E., of 
Canberra, who has been created a 
Knight Bachelor. Sir William has 
been honoured for distinguished ser- 
vice as chairman of the Common- 
wealth Public Service Board since 
1947. 

BRIGADIER JACK L. AMIES, 
O.B.E., V.D., F.A.S.A., of the Royal 


Australian Infantry Corps who has : 


been made a Commander of the 
Order of the British Empire. During 
World War II he served in England, 
the Middle East and New Guinea as 
a member of the A.I.F. and completed 
six years’ service with the rank of 
Lieutenant-Colonel. 

In August, 1956, he was chosen as 
honorary aide-de-camp to His Excel- 
lency the Governor General. 

In civil life Mr. Amies is well- 
known to members of the Australian 
Society of Accountants as the Queens- 
land State Registrar. 

Formerly he was Queensland State 
Registrar of the Commonwealth 
Institute of Accountants and had 
been associated with the administra- 
tion of the Institute’s Queensland 
office.since 1935. 

MAJOR WILLIAM J. MAIR, 
A.A.S.A. of Geelong (Vic.) has been 
made a member of the Order of the 
British Empire (M.B.E.) in recogni- 
tion of his efficient and competent 
service in the Quartermaster Gen- 
eral’s branch. 

Mr. JOHN P. STEELE, M.M., 
A.A.S-A., who has been made a Com- 
panion of the Imperial Service Order, 
(1.8.0.). He is secretary of the South 
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Australian Parliamentary Standing 
Committee on Public Works. 

Mr. G. REES, F.A.S.A., of Queens- 
land who has been made a member 
of the Order of the British Empire 
(M.B.E.), Civil Division. 


—No— 


Safely Back 


We are happy to record the safe 
return of Messrs. O. H. Paton (presi- 
dent of the General Council of the 
Australian Society of Accountants) 
and C. W. Andersen (General Regis- 
trar) from their visit to South-East 
Asia. 

They arrived back in Australia on 
June 14 after a strenuous but inter- 
esting and fruitful tour in the course 
of which they visited Hong Kong, 
Bangkok, Singapore, Kuala Lumpur 
and Penang. 

Their mission was sponsored by 
the Australian Government in the 
interests of the Colombo Plan, and 
everywhere they went they were most 
hospitably received. 

Both Mr. Paton and Mr. Andersen 
were impressed by the high regard 
in which the Australian Society of 
Accountants is held in the South 
Asian countries they visited. 


—No— 


Integration of Accounting 


Bodies in Great. Britain 


An important step towards the 
complete integration of the leading 
accounting bodies in Great Britain, 
i.e. The English, Scottish and Irish 
Institutes of Chartered Accountants 
and The Society of Incorporated Ac- 
countants, was taken at a meeting of 
the latter body held on June 19. 

The president of the Society, Sir 
Richard Yeabsley, C.B.E., F.C.A., 
F.S.A.A., as chairman reported that 
six months had elapsed since details 
of the scheme had been first circu- 
lated to members 

He reminded those members pre- 
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sent that in their assessment of the 
integration schemes they should bear 
in mind the effect not only on the 
present generation but also the im- 
portant impact made on the future 
of the profession. 

The broad objective of the pro- 
posals was to take a first step and 
go as far as was practicable at that 
time towards the unification of the 
Accountancy profession in the United 
Kingdom and Ireland. 

Sir Richard said that the schemes 
had been approved by members of 
the English, Scottish and Irish Insti- 
tutes and that the fate of the pro- 
posals now rested with members of 
the Society. 

A vote taken at the meeting re- 
sulted as follows: In favour of inte- 
gration, 972. Against 111. 

A great deal of spirited discussion 
took place and an amendment was 








put to the meeting in an endeavour 
to overcome a clause of the scheme 
which denied the use of the title 
“Chartered Accountants” to some of 
the members (about 20 per cent.) 
comprising those who qualified by 
virtue of experience obtained either 
(a) in the public service, or (b) 
overseas, but permitted them to use 
the appellation “Incorporated Ac- 
countant”’. 

The amendment was. defeated 
and the original motion for integra- 
tion was put and passed by requisite 
majority. 

While the vote was heavily in 
favour of the proposals, a final deci- 
sion depended on the outcome of a 
postal vote as a poll had been 
demanded to give all members, in- 
cluding those overseas, an opportun- 
ity to vote on the proposed integra- 
tion proposals. 





A.S.A. REGISTER OF MEMBERS 


In the July issue of The Australian 
Accountant publication was re- 
instituted of the names of new mem- 
bers admitted to the Australian 
Society of Accountants, and the 
names of those who, for various 
reasons have ceased to be members. 


The list for June comprises: 


VICTORIA 


Provisional Associates: Douglas, R., 
Schultz, R. M. P., Walters, M. E. 

Associates: Adams, H., Davis, W. G., Cleg- 
horn, R. J., Holmes, E. Mc., Hopkins, H. 
J., Jackson, E. S., Loughnan, B. G., 
Mahony, C. L., McLaren, I. F., Ramsay, 
R. E., Sayer, H. C., Schultz, R. M. P., 
Schweiger, R., Shackleford, R. J., Skene, 

H., Yeo, L. J. 

ag ng to Associate: Cameron, M. H.., 
Joyce, D. G., Redding, J. A 

Removed from Register: Abeoeeemete, R., 
Burnell, L. R., Parkinson, D. W. (al i de- 
ceased), Lancaster, C. (resigned). 


WESTERN AUSTRALIA 
Provisional Associates: Gaatie. D., Looi, 
. W., Ching, S. Y., , G. L. 
Associates: Grant (iitise)” L. M., Jackson, 
C. H., Maddeford, J., Smithton, = 
Advanced to Associate: Campbell, D. K. 
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NEW SOUTH WALES 

Provisional Associates: Boxhall, K. B., 
Turner, K. J., Weeks, J. J. 

Associates: Brown, R. D., Connolly, G. W. 
S., Dennis, A. J., Dennis, C. V. H., Lee, 
M. R. W., Murphy, C. E., McLeod, W. 
L. L., McQueen, T. C., Plummer, K. T., 
Smith, A. C., Smith, D. G., Thompson, 


sieaene to Associate: Eckard, B. G., 
Fortesque, H. G., Lording, R. S., 
McDonald, G., Seeman, J., Williams, A. 
B., Williams, D. 

Re- Admission as Associate: 


R 
Aquenees to Fellow: Pushee, F. E., West, 


Removed from Register: Phillips, S. J. (de- 
ceased), Freeston, A. J. R. (resigned), 
Greville, R. H. (resigned). 


SOUTH AUSTRALIA 


Freeston, A. 


Provisional Associates: Basto, A. A., 
Bishop, J. N. 
Associates: Christoph, N., Ellis, D. O. 


Advanced to Associate: Jervois, R. L. 


QUEENSLAND 

Provisional F nema Hughes, E. W., 
Price, T. A 

Associates: Adrian, R. C., Ahern, J., Clark, 
DB. Ba eet, Th dn Flockton, Ww. C.. 
Harris, i Johnson, D. B., _ C. R., 
Steinitz, P. A., Wilson, R. T. 

Advanced to Associate: Fourro, x Fox, B. 
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RECENT LEGAL DECISIONS 





Discussed by L. C. VOUMARD, B.A., LL.B. 


Dangerous Goods 


In Davie v. New Merton Board 
Mills Ltd. & Others (1957) 2 All 
E.R. 38, an employee who had sus- 
tained a serious injury to one eye as 
the result of a piece of steel entering 
it, sued both his employers and the 
manufacturer of the tool from which 
the offending piece of metal flew off. 
The tool in question was a drift, 
which appears to be a tool for sepa- 
rating one piece of metal from 
another when the two pieces have 
been brought together too tightly to 
be released by hand. The piece of 
metal flew off the drift when the 
plaintiff struck it because, as the 
judge found, the steel was exces- 
sively hard; a condition which would 
not have arisen had proper care been 
taken in its manufacture. 


The employee claimed that his em- 
ployers were negligent in that they 
had provided a dangerous tool for 
his use, and that this was a breach 
of the general duty of a master to 
supply proper tools for his servant. 
In an earlier case (Mason v. Wil- 
liams & Williams Ltd. & Anor. 
(1955) 1 All E.R. 808), an exactly 
similar question had been decided in 
favour of the master. There, the 
principle was stated to be that em- 
ployers, if they buy reputable tools 
from reputable manufacturers, are 
not bound to examine the tools; they 
may assume that the tools will be 
proper for the purpose for which 
they are intended to be used. But 
in the instant case, Ashworth, J., 
declined to follow that decision, and 
held the employers liable. They owed 
the plaintiff a duty to use proper 
care in providing safe tools, and 
could not escape liability simply by 
showing that the negligence which 
caused the injury was that of the 
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manufacturers. Admittedly, the em- 
ployers were unaware of the defect 
in the drift and could not reason- 
ably have discovered it, but the 
defect was not latent to the manu- 
facturers, for whose negligence the 
employers were responsible to the 
employee. 

The manufacturers, too, were held 
liable to him. They had been negli- 
gent in the manufacture of the drift, 
which was supplied by them in a 
condition likely to cause danger to 
anyone using it; it had been used by 
the employee for a purpose sub- 
stantially similar to the one intended 
or contemplated by the manufactu- 
rers, and no intermediate examina- 
tion of the drift between the date of 
its manufacture and the time of its 
use was reasonably to be expected. 

In relation to employers and manu- 
facturers, then, this case might 
prompt the statement, “You can’t be 
too careful, can you?” 


Contract Subject to Condition 

It is not uncommon to find con- 
tracts of sale of land containing 
terms to the effect that the contract 
is conditional upon the purchaser ob- 
taining finance. It is not quite so 
common to find contracts made con- 
ditional upon the vendor disposing 
of certain other assets within some 
stipulated time, but it did happen in 
Lombardo v. Morgan (1957) A.L.R. 
429, where Hudson, J., of the 
Supreme Court of Victoria, had to 
rule on the meaning of such a clause. 

A contract of sale of a house, shop 
and fixtures included a special con- 
dition that it was subject to the ven- 
dor disposing of his business and 
stock within ninety days of signing 
the contract. The vendor having pur- 
ported to repudiate the contract, the 
purchaser sought a decree of specific 
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performance, and, as a preliminary 
point of law, the meaning of this 
clause in the contract had to be 
decided. 


The purchaser’s first point was 
that such a condition was void for 
uncertainty; this was rejected. His 
alternative claim had more _ sub- 
stance. This was that the vendor 
could not take advantage of the 
special condition unless, despite all 
reasonable efforts on his part, he had 
failed to dispose of his business and 
his stock in trade. 


The vendor contended that the 
special condition had been introduced 
for his benefit, and that it meant 
that upon proof that he had not dis- 
posed of his business and stock, he 
was entitled to terminate the con- 
tract, irrespective of the reasons why 
they had not been disposed of. In 
rejecting this, Hudson, J., pointed 
out that if such a claim were correct, 
the purchaser would be entirely at 
the vendor’s mercy; that in such a 
case the contract would be entirely 
illusory from the purchaser’s point 
of view, as the vendor would not 
have to make any attempt to dispose 
of his business and stock—he could 
reject all offers therefor. This per- 
suaded his Honour to conclude that 
there was a need to imply some 
qualification of the special condition 
in order to give real efficacy to the 
contract, 


The vendor’s alternative conten- 
tion, which was not so substantially 
different from the purchaser’s al- 
ternative claim, was that the vendor 
was entitled to take advantage of the 
condition unless it appeared that he 
had failed to avail himself of an op- 
portunity to dispose of his business 
and stock at a price and upon terms 
which he considered reasonable. In 
the result, His Honour ruled that the 
condition must be treated as having 
a meaning of that kind. It meant 
that the vendor could terminate the 
contract under that clause, provided 
that he had taken reasonable steps to 
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find a buyer and had not failed to 
avail himself of any opportunity he 
may have had to dispose of the busi- 
ness and stock at a price and upon 
terms that he considered reasonable. 


Really Permanent Employment 


McLelland v. Northern Ireland 
General Health Services Board 
(1957) 2 All E.R. 129 is a case of 
some interest to those seeking really 
permanent employment. By a news- 
paper advertisement in June, 1948, 
the Board invited applications for 
positions which “subject to a pro- 
bationary period . . . will be perma- 
nent and pensionable.” M submitted 
an application, and was selected for 
appointment in July. In September, 
conditions of service were approved; 
M accepted them, and her employ- 
ment thereunder, which was proba- 
tionary until confirmed, was con- 
firmed in February, 1949. 


In 1953 the board sought to termi- 
nate her employment on the ground 
of redundancy of staff, and she was 
given six months’ notice. Thereupon 
she resurrected the “September con- 
ditions of service”, which conditions 
were admitted to govern her contract 
of service after her appointment had 
been confirmed, and claimed that 
those conditions did not entitle the 
board to terminate her employment 
on reasonable notice. 


If the permanency of her employ- 
ment had rested only on the terms 
of the advertisement of June, 1948, 
her employment would doubtless 
have been held to be a general hiring 
and, as such, capable of termination 
by reasonable notice. But the ques- 
tion was governed by the particular 
terms of the “September condition”, 
clause 12 of which was set out in 
these terms: 


“12. Dismissal and reduction in 
rank, and termination of employ- 
ment otherwise. The board may dis- 
miss any officer for gross misconduct 
and may dismiss any officer who is 
proved to their satisfaction to be in- 
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efficient and unfit to merit continued 
employment. Except where an officer 
has been guilty of gross misconduct, 
the board shall give at least one 
month’s notice of their intention to 
exercise their powers of dismissal 
under this rule. As an alternative to 
dismissal, the board may order the 
reduction in rank of an officer who 
is found by them to be unfit to dis- 
charge the duties of the grade in 
which he has been employed. One 
month’s notice in writing shall be 
given by all permanent officers who 
wish to terminate their employment 
with the board.” 

It was held that as a matter of 
construction, this clause provided an 
exhaustive statement of the circum- 
stances in which M’s employment 
could be terminated; it contained no 
reference to a power to terminate the 
employment by reasonable notice, 
and no such term could be implied. 
In the result, the lady’s employment 
was not capable of termination in 
this way. That may not have been 
intended by the board, but that was 
the consequence of the terms ex- 





pressed in the contract. The answer 
to a claim that a term ought to be 
implied to entitle the board to dis- 
pense with the lady’s services by giv- 
ing reasonable notice was given by 
Lord Evershed (sitting, in this case, 
in the House of Lords), who quoted 
with approval a statement by Scrut- 
ton L.J. in a case in 1918: “The first 
thing is to see what the parties have 
expressed in the contract; and then 
an implied term is not to be added 
because the court thinks that it would 
have been reasonable to have in- 
serted it...” 

As a matter of interest, this is 
another of those odd cases in which, 
overall, the view to prevail is the 
minority one. The trial judge found 
for the board, as did the Court of 
Appeal (for Northern Ireland) by a 
majority of two to one; the House of 
Lords reversed this by a three-two 
majority. Those in favour of allow- 
ing the lady’s claim against the board 
totalled four, yet their views pre- 
vailed over those of the five who 
would have upheld the board’s con- 
tention. 
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Members of the Society are reminded that to be eligible for the 
first gold medal and citation under the terms of the Society’s 
treatise award, unpublished works should be submitted not later 
than September 30, 1957 to the General Registrar, (Mr. C. W. 


Andersen), 37 Queen Street, 


Those interested in the full conditions 
governing the Treatise Award should refer 
to the April, 1957, issue of The Australian 
Accountant. Paragraph 2 of the conditions 
reads: 

Eligibility. The award will be open to 
all members of the Australian Society of 
Accountants. To Ang eligible for the award 
treatises should b 

(a) in the case ad published works, the 

first edition of any work whose first 
publication has been in Australia; 

(b) in the case of unpublished works, the 

works of author(s) which have not 
been submitted for publication out- 
side Australia. 


Melbourne. 


Paragraph 9 reads: 

The first award will be made in respect 
of the five years ended September 30, 1957, 
i.e. in the case of published material for 
works published during this period. 


The object of the award is to encourage 
members of the Society to undertake re- 
search on accountancy problems which will 
have beneficial results for the accountancy 
profession, both in Australia and elsewhere. 
It is hoped that the award will encourage 
the publication of valuable material of 
Australian origin and also publicise the 
work of the Society. 
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Current Problems Discussed in Overseas 


Journals 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Accounting Theory 


In The Accountants’ Journal, 
(N.Z.), for April, “Generally Ac- 
cepted Accounting Assumptions, 
Concepts, Conventions and Stand- 
ards” are examined by Sir Alexander 
Fitzgerald. This is an attempt “to 
measure the extent to which interna- 
tional agreement has been reached 
upon important accounting questions 
by comparing the recommendations 
of the English Chartered Institute 
with the bulletins of the Accounting 
Procedure Committee of the Ameri- 
can Institute of Accountants, and 
with the statements which have been 
issued from time to time by the 
Committee on Accounting Concepts 
and Standards of the American Ac- 
counting Association.” 


Various aspects of accounting 
theory are covered in a number of 
articles in The Accounting Review 
for April. R. J. Chambers, in “Detail 
for a Blueprint’, presents a rigorous 
study of accounting which “is signi- 
ficantly different from the body of 
rules, doctrines and conventions 
which are commonly described as the 
theory of accounting . . . The inherent 
contradictions and the logical and 
semantic difficulties which character- 
ise existing expositions of accounting 
theory provide ample reason for seek- 
ing a more closely knit and realistic 
set of concepts and propositions”. H. 
McCredie examines “The Theory and 
Practice of Accounting.” B. Schire- 
son, in “Towards a New Accounting”, 
writes that “the time has come to 
evaluate present-day accounting in 
its entirety.” S. C. Yu discusses 
“Macroaccounting and Some of its 
Basic Problems”. Macroaccounting 
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is used to describe the application of 
accounting to the analysis of econo- 
mic activities of the economy as a 
whole. 


K. G. Young discusses “Precise 
Criteria Needed in Evaluating Ac- 
counting Alternatives” in relation to 
cases where the question of conform- 
ity to generally accepted accounting 
principles arises, in The Accounting 
Review for April. It is necessary, 
Mr. Young states, for “the exact 
norm or standard for acceptance or 
rejection ,.. of alternative theories 
and methods of accounting . . . under 
various circumstances . . . to be dis- 
tinctly established”’. 


Published Financial Statements 


The accounting research article in 
the April issue of The Canadian 
Chartered Accountant, dealing with 
“Interim Financial Reporting,” by 
Gertrude Mulcahy, covers the extent 
of interim reporting to shareholders 
in the U.S.A., U.K. and Canada. The 
advantages of interim reporting are 
mentioned and arguments are ad- 
vanced against its commonly-quoted 
disadvantages. It will be of interest 
to many Australian readers to note 
that “as a general rule, the New York 
Stock Exchange no longer lists a 
company which will not agree to issue 
quarterly reports.” 


Financing Smali Businesses 


W. S. Hulton, in “Capital for Small 
Business”, The Canadian Chartered 
Accountant for April, suggests that 
the accountant is in a unique position 
to advise the management of small 
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businesses on their funds position. 
He believes this to be a most import- 
ant function because “many failures 
of small companies are directly 
attributable to not forecasting cor- 
rectly cash requirements for an in- 
crease in output or a program of capi- 
tal expansion .. .” (small companies 
being defined as those having a nett 
worth between £A.10,000 and 
£A.200,000, which represents, he 
says, about 90 per cent. of all com- 
panies in Canada, the U.K. and 
U.S.A.). The article proceeds to dis- 
cuss the various needs for new capi- 
pe its sources and the form it should 
e. 


Cost Accounting 


The framework used by the Ameri- 
can Accounting Association in pre- 
paring its “Tentative Statement of 
Cost Concepts Underlying Reports 
for Management Purposes” is ana- 
lysed by R. N. Anthony, a member of 
the committee that prepared the re- 
port, in “Cost Concepts for Control’ 
in The Accounting Review for April. 
The “purpose for which costs are 
used” was the unconventional frame- 
work employed, thus giving recogni- 
tion to the dominant considerations 
of human reactions and motivations. 
The study was made under the three 
heads of communication, motivation, 
and reporting, with reference to the 
question, “What cost constructions 
are most likely to induce people to 
take the action that management 
desires?” 


Joint Costs 


A recent N.A.C.A. research report 
on costing joint products is sum- 
marised in the N.A.C.A. Bulletin for 
April. The most interesting section 
deals with the analysis of joint costs 
for managerial decisions involving 
output volume, product mix, how far 
to process a product and pricing. A 
copy of the full report may be ob- 
tained from the N.A.C.A., 505 Park 
Avenue, New York 22, N.Y. 
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Direct Costing 


In the April issue of The Account- 
ing Review, M. F. Moss and W. C. 
Haseman make “Some Comments on 
the Applicability of Direct.Costing to 
Decision Making”, The authors argue 
that direct costing is not synonymous 
with the economist’s concept of mar- 
ginal costing, and they examine some 
limitations of direct costing. They 
conclude that “Direct costing does 
not seem to be a panacea to meet 
the needs of management . . . how- 
ever, when used wisely, with aware- 
ness as to its limitations and weak- 
nesses, direct costing is undoubtedly 
one of the most useful tools that 
accountants have yet devised to aid 
management in making certain de- 
cisions”. 


Profit Control 


If prompt action is to be taken by 
top management when actual per- 
formance deviates from the plan, it 
must be provided with analyses of 
plant operations without undue delay. 
Robert C. Harrington in “An Ap- 
proach to Profit Control through 
Analysis and Reporting for Top 
Management,” published in Cost and 
Management, for April, describes the 
analysis of variations between bud- 
geted and actual gross profit which 
is made in one large concern. 


Case Studies 


The following .case studies are 
featured in the April issue of the 
N.A.C.A. Bulletin:—P. Scharning- 
hausen, “Getting the Facts to the 
Foreman for Control”—outlining an 
electrical company’s system of cost 
control reports. S. T. Heinman, “Bas- 
ing Capital Outlays on Return on 
Investment”—a description of capital 
budgeting procedure. R. G. Lochiel, 
“Solving Cost Problems in Airline 
Management”—a review of the spe- 
cial cost problems of an airline, and 
a description of the reports prepared. 
N. J. Kemp, “A Job Order Cost Sys- 
tem for a Heavy Machinery Com- 
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pany.” F. L. Heuser, “You Can Con- 
trol Starting Costs”—how an auto- 
mobile manufacturer controls the 
costs associated with model changes. 


In the April issue of The Control- 
ler, C. G. Davison discusses “Cost 
Control in the Paint Industry.” 
He bases his remarks on experi- 
ence gained during the _ installa- 
tion of a system of cost ac- 
counting and reporting to cover 
the paint operations of Pitts- 
burgh Plate Glass Co. Taking into 
account the relevant economic char- 
acteristics of paint production and 
the data required by management, 
the system considered most useful is 
a standard variable cost system (dir- 
ect costing), incorporating current 
replacement value for materials in 
product cost. An account of how the 
system operates, and of the plan of 
managerial reports prepared, com- 
pletes a most interesting article. 


Organisation of the Profession 


In The Accountants’ Journal, 
March, A. W. Nelson, “Accounting 
for the Future”, suggested that a 
professional body of non-public ac- 
countants should be formed with 
parity of status with existing bodies 
catering for public accountants, and 
with admission dependent upon ex- 
aminations of competence and ex- 
perience in accounting offices of com- 
mercial and industrial organisations. 
He makes the further suggestion 
that a general accountants’ associa- 
tion might be established as a non- 
examining body co-ordinating the ac- 
tivities and safeguarding the inter- 
ests of accountants in all spheres. 


Pensions for the Self-Employed 


R. W. Abbott in “Pension Policies 
for the Self-Employed”, The Accoun- 
tant, April 6 issue, discusses the 
variety of terms and conditions 
offered by English life-assurance 
companies, and the establishment by 
professional associations of trusts 
for their members. 
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Budgeting 

“Cash Forecasting’, by A. F. D. 
Campbell, in The Canadian Chartered 
Accountant, for April, is concise and 
well worth reading by all except the 
most experienced in the preparation 
and operation of cash budgets. 


“Getting the Facts to Management 
for Planning’, by A. S. Watson, 
N.A.C.A. Bulletin for April, shows 
how information about costs, plant 
capacity, and sales forecasts must be 
brought together and co-ordinated if 
the best operating plan for a business 
is to be prepared. 


Robert J. Mulle in “Why not Oper- 
ate a Capital Budget?’ Cost and 
Management for April, claims that 
the operation of a capital budget will 
result in improved operations plan- 
ning, better control of capital expen- 
ditures and greater financial stability. 
He presents a simplified capital bud- 
get system for the use of small and 
medium sized companies. 


Work Study and Costing 


An interesting letter by R. G. Cat- 
tell, in The Accountant, April 13 issue 
discusses work study from the stand- 
points of accuracy, standards, con- 
trol and savings. The point is made 
that work study can contribute to a 
co-operative spirit between labour 
and supervision because it provides 
a means of measuring human work 
more satisfactorily than ever before. 


Cheque Endorsements 


A leading article in The Accoun- 
tant for April 27, discusses the ex- 
tent to which a Bill then before the 
English Parliament, seeking to re- 
move the need for endorsement of 
the great majority of cheques, meets 
the suggestions made in a memoran- 
dum submitted by the Institute of 
Chartered Accountants in England 
and Wales to the Mocatta Committee, 
which reported in November, 1956, 
on the question of a reform of en- 
dorsement law. 
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PARTNERSHIP ACCOUNTS 


By J. S. EGAN, B.A., B.ED., F.A.S.A., A.C.1.S., A.C.A.A. 


The procedures necessary for part- 
nership accounts are not difficult to 
understand and operate. Underlying 
assumptions, however, are not al- 
ways clearly understood and, when 
confronted by an unusual problem, 
the student who has acquired a 
purely mechanical knowledge of the 
necessary entries so often finds 
difficulty. 

This article attempts to give some 
wider knowledge of partnership ac- 
counts and their implications. 


Partnership Problems 


Accounts and law go hand in hand 
in partnership. This fact cannot be 
over-emphasised, it being impossible 
to treat adequately problems in 
partnership accounting without a 
good knowledge of the law. So far 
as examination questions are con- 
cerned, the law is often implied as, 
for example, when the sharing of 
profits and losses is not stated. In 
more advanced problems, partners 
who have advanced capital in excess 
of that stated in the partnership 
agreement have to be allowed inter- 
est according to the law of the par- 
ticular State. 

The special problems of partner- 
ship accounting fall naturally into 
four categories :— 

(a) Routine entries and end of 
year accounts of a continuing 
business. 

(b) Commencement of business. 

(c) Reorganisation. 

(d) Dissolution. 

It may seem strange that this 
order should be adopted, but the 
emphasis has purposely been placed 
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on routine entry problems for it is 
just here that so many text-books 
fail. Admittedly, these text-books 
are usually of the older vintage, and 
the more modern ones pay more 
attention to this aspect of the sub- 
ject. 


Yet how often the student comes 
across something like this: “Keep- 
ing accounts for a partnership is 
exactly the same as for a sole 
trader, except ...” The exceptions 
cause al] the trouble. 


Partnership Entities 


A partnership may be defined as 
“a relation existing between persons 
carrying on a business in common 
with a view to profit.” There are 
two elements in this definition—“a 
business in common” and “profit.” 


In addition, two entities may be 
distinguished in partnership. (The 
word “entity” means “existence.’’) 
These two entities are the legal and 
accounting, but they do not neces- 
sarily correspond to the two ele- 
ments in the definition. 


For example, the accounting en- 
tity is the partnership itself and not 
the individual members of the part- 
nership. The legal entity is the in- 
dividual members, and there is no 
legal entity apart from these mem- 
bers. This is one of the ways in 
which a partnership differs from a 
company. The accountant is con- 
cerned with the partnership as a 
whole, his main task being to ascer- 
tain the profit and loss of that 
partnership. 


_On the other hand, the Commis- 
sioner of Taxation recognises the 
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partnership in demanding a partner- 
ship return of income (accounting 
entity), but taxes the partners in- 
dividually (legal entity) and the 
partnership not at all. This in- 
fluences the way in which the ac- 
countant will present the final 
accounts of a partnership, and intro- 
duces complications not found in the 
accounts of a sole trader. In bank- 
ruptcy, also, the interests of part- 
ners and partnership again become 
intermingled. 


Appropriation Account 


_ To clarify partnership account- 
ing, it has become customary in 
recent years to use an appropriation 
account. This type of account was 
originally confined to company ac- 
counting, where it generally con- 
tains a balance brought forward 
from year to year, consisting of un- 
distributed profits. 


As partnership profits are always 
distributed to some form of capital 
account, and are not appropriated 
by some action of the management, 
the partnership appropriation ac- 
count is closed at the end of each 
year. In this sense, the account is a 
misnomer and is, in fact, a distribu- 
tion account; but as the term “ap- 
propriation” has now come _ into 
general use, it will probably remain. 


Through the appropriation ac- 
count will be passed, therefore, all 
partnership entries concerning dis- 
tribution of profit and end-of-year 
adjustments to capital. 


Partners’ Salaries 


One difficulty immediately arises. 
Under partnership law, no partner 
is entitled to remuneration for tak- 
ing part in the partnership business. 
Taxation authorities will not recog- 
nise salaries paid out of the business 
to partners as expenses of running 
the business. Yet it is common for 
partners to draw salaries by agree- 
ment among themselves. From a 
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purely accounting viewpoint these 
salaries are a running expense in 
that the partners take the place of 
managers who would otherwise have 
to be paid. And the partners’ 
salaries are not regarded as being 
dependent upon the business making 
a profit—as such, could not be re- 
garded as appropriations of profit, 
or drawings. 


The question remains, which is 
(to the accountant) the more im- 
portant of the two partnership en- 
tities? Consistency perhaps dictates 
that he obey the accounting entity, 
regard partners’ salaries as a cost 
to be matched against revenue, and 
debit them to the profit and loss ac- 
count. When preparing taxation 
returns, the salaries will have to be 
added to partners’ shares of profits 
to show their full incomes from the 
partnership. 


This leaves the way clear to re- 
serve the appropriation account for 
those entries affecting capital, such 
as, interest on capital, interest on 
drawings, bonuses out of profits, and 
distribution of profits. Interest on a 
loan made by a partner to the busi- 
ness goes into the profit and loss 
account, as such a loan is in the 
nature of an external liability to the 
business. 


Capital Accounts 

Two methods are available for 
keeping partners’ capital accounts. 
The first is to debit and credit to a 
eapital account the transfers from 
the appropriation and drawings ac- 
counts. This is a messy procedure 
as the balances of the capital ac- 
counts vary from year to year, and 
the original amounts of capital sub- 
scribed by partners tend to become 
lost in a maze of figures. There is 
also an obvious disadvantage when 
partners’ shares of profit are based 
on amount of capital brought into 
the business. 


The second method uses a current 
account for each partner to record 
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movements in capital not due to de- 
liberate introduction or retirement 
of capital. The capital accounts are 
changed only when capital is in- 
creased or decreased, profits, inter- 
est, and drawings being entered in 
the current accounts. These quickly 
show how much each partner has 
retained in the business out of 
profits,.or by how much he is over- 
drawn. 


Commencement of Business 


When a partnership first starts 
business, either from scratch, or by 
the amalgamation of the interests of 
a number of sole traders, the entries 
are simple. Each partner will need 
a set of opening journal entries, 
showing assets and _ liabilities 
brought into the partnership, the 
difference being capital. If this capi- 
tal is insufficient under the terms of 
the agreement, cash has to be pro- 
duced by the partner to make up the 
deficiency. Surplus capital can be 
withdrawn as cash, left as a loan to 
the business, or placed to the credit 
of a current account. 


Revaluation of assets and liabili- 
ties does not concern the partner- 
ship, entries in its books being at 
the agreed new valuations. There 
will be no asset adjustment account. 
The main consideration is to see that 
capital accounts are strictly in ac- 
cordance with the _ partnership 
agreement, and that the correspond- 
ing assets and liabilities are at the 
agreed valuation. 


Reorganisation 


The reorganisation of a partner- 
ship, however, is not such a simple 
matter, involving all kinds of ad- 
justment, and the introduction of 
goodwill. It is perhaps best to ap- 
proach the subject from two view- 
points—the new partnership and the 
old firm. 


For the new firm, the same con- 
siderations apply as for commence- 
ment of a new partnership—which, 
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in fact, it is. If a new set of books 
is started, opening journal entries 
will be necessary for each partner, 
valuations being those acceptable to 
all partners and again taking no 
cognisance of former partnership 
values. Should the old books be re- 
tained, opening journal entries are 
required for the new partners to es- 
tablish their capital, but the old 
partners’ capitals are adjusted as 
required. At this stage, the inter- 
ests of old and new firms overlap, 
and the complications arise. 


The old partners share any gains 
or losses on revaluation of assets in 
the same proportion as they have 
shared profits. It is usual to set up 
an adjustment account, or revalua- 
tion account, to which are credited 
and debited gains and losses on re- 
valuation, the balance being divided 
among the old partners. This ac- 
count plays no part in the new 
partnership except that through it 
former partners’ capitals in the new 
partnership are increased or de- 
creased, and so affect any necessary 
cash adjustments to bring those 
capitals into line with the new part- 
nership agreement. 


Treatment of Goodwill 


The two main problems associated 
with goodwill in partnership ac- 
counting are the calculation of the 
amount and the manner of dealing 
with it in the accounts. 


It often becomes necessary to 
value goodwill on the introduction of 
a new partner, or death or retire- 
ment of a partner. The method of 
valuation adopted depends upon the 
circumstances, but the more usual 
method is to assess goodwill as so 
many years’ purchase of the average 
profit over a period of years. Ex- 
amination problems of this type in- 
volve no difficulties provided instruc- 
tions are strictly followed. In some 
cases, the examiner may define 
goodwill based on average profits 
for, say, five years, and then give 
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the possible loss of the payroll. BUT WHAT 
ABOUT HIS FAMILY .. . and your con- 
science? That's when you begin to -realise 
that pay days can cost you far more than 
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the profits for the past seven or 
eight years. Only the last five profits 
will be taken into account. Calcula- 
tion of goodwill as an examination 
problem is always somewhat artifi- 
cial as the subject is essentially a 
practical one. 


Goodwill can be treated three ways 

in the accounts, depending upon:— 

(a) No goodwill account is raised 
in the books. 

(b) The goodwill account is 
raised for a partial amount 
of the value of the goodwill. 

(c) The goodwill account is raised 
for the full valuation. 


The method adopted depends upon 
the terms of the problem. In any 
case, an incoming partner will have 
to pay a sum, known as a premium, 
which represents his share of good- 
wil; while an outgoing partner, or a 
deceased partners’ estate, will re- 
ceive an appropriate share of any 
estimated goodwill. 


It is suggested that where no 
goodwill account is raised the neces- 
sary adjustment should take place 
through the adjustment account, 
because a cash premium paid by an 
incoming partner as a share of good- 
will is an asset accretion spread over 
the business as a whole. Alterna- 
tively, the premium can be credited 
directly to old partners’ capital ac- 
counts, a method not as consistent 
as the former. 


If goodwill is raised to the amount 
of the premium paid by an incoming 
partner, a journal entry must be 
used to raise a goodwill account, 
corresponding credits being to old 
partners’ capital accounts. Raising 
of goodwill only to the amount of 
premium paid is usually not used. 
If goodwill is raised to the full 
value, a journal entry is again neces- 
sary. 

In examination problems, treat- 
ment of premiums for goodwill is 
usually specifically defined, thus 
leaving nothing to the ingenuity of 
the candidate provided the proce- 
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dure has been studied and under- 
stood. 


Dissolution of Partnership 


Three types of dissolution are 
common :— 

(a) Complete cessation of busi- 

ness. 

(b) Retirement of partner while 

others continue the business. 

(c) Sale of the business as a 

going concern. 

If the business ceases completely, 
the assets are sold, liabilities are 
paid, and the partners share any 
profits or losses made. To ascertain 
the results of the sale of assets an 
account is necessary, called a reali- 
sation or dissolution account, and 
being the counterpart of the adjust- 
ment account in reorganisation. To 
this account are debited at book 
value all assets except cash at bank, 
and cash obtained on sale is credited. 
After allowing for expenses of 
realisation (a debit to the account), 
the balance is profit or loss on reali- 
sation. This debiting of assets to 
the account should be strictly fol- 
lowed in every problem as a consis- 
tent method can obviate many 
difficulties. 

Order of settlement of liabilities 
is important, the various Partner- 
ship Acts being the authority. 
Liabilities to persons other than 
partners must be paid first; then 
amounts due to partners by way of 
loans; and, finally, partners’ shares 
of capital. Any cash account should 
show payments in this order. 

Sometimes a partner takes over 
some of the assets. This makes no 
difference to the transfers to the 
realisation account, but the credit 
of the account now shows a transfer 
to the partner’s capital account for 
assets taken over at the agreed 
valuation, and also any cash received 
from sale of other assets. Liabilities 
taken over by a partner are credited 
directly to his capital account. 

In both of these types of dissolu- 
tion, liabilities do not appear in the 
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realisation account but are either 
paid or transferred directly. How- 
ever, any gain or loss on liabilities, 
such as a discount for quick pay- 
ment, is shown in the realisation 
account. 


Where the business is sold as a 
going concern, all items taken over 
are closed by transfer to the realisa- 
tion account, including cash, bank, 
and liabilities. The credit to the 
account is the purchase considera- 
tion, which is then shared by the 
partners. 


The test of accuracy of working 
in dissolution problems is the balanc- 
ing of capital accounts. There should 
be just enough cash either in hand 
or owing by partners to balance the 
credits in other partners’ capital 
accounts. 


Conclusion 


When studying partnership prob- 
lems, the following may be of as- 
sistance :— 


(a) Read the problem carefully 
and follow instructions. There 
is nothing more disconcerting 
than to half work a problem 
and then to find that an ad- 
justment has been omitted. 


{b) Give only what is required. 
If a working sheet is in- 
cluded, label it clearly. On 
the other hand, be sure to 
give everything that is re- 
quired. 


{c) Know the underlying reasons 
for the entries you make and 
think out the necessary 
method before even starting 
to set up accounts. 


{d) Memorise procedures rather 
than series of accounts. A 
good test of comprehension 
of a subject is to be able to 
give a written narrative ac- 
count of the method and 
working. 


(e) Keep one viewpoint in mind 
the whole time, that is, the 








viewpoint of the firm on 
whose books you are operat- 
ing. Change of viewpoint fre- 
quently leads to foolish mis- 
takes. 


(f) Remember the fundamental 
rule: “For every debit, there 
must be a credit.” This is so 
fundamental that it tends to 
be regarded as being element- 
ary and thereby forgotten. 
Searching for corresponding 
entries often leads to a simple 
solution of an _ otherwise 
puzzling problem. 


(g) Finally, use commonsense. 


In fact, these rules apply gener- 
ally to accountancy problems, and 
not only to partnership accounting. 
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INVESTMENT—MOTIVATING POWER 


OF NATIONAL DEVELOPMENT 


By CHARLES C. SMITH, A.A.S.A., A.A.C.C.A., A.LI1A. 


What does the term investment mean? 


To most people 


probably it signifies money placed with a person or organ- 
isation from which some return is assured or anticipated, 
whether by way of interest or other form of gain, while 
the sum subscribed may increase or decrease, be main- 
tained intact or perhaps wholly lost. 


HE full extent of investment 

however has a rather wider ap- 
plication when all the operations to 
which it may be ascribed are taken 
into consideration, but primarily it 
is the employment of money put to 
some use wherefrom a benefit should 
accrue to the investor. 


Money by which investment is 
made is a storehouse of potential 
energy which can remain inert or 
be released when the monetary units 
change hands from one party to 
another. 


This pent-up energy represented 
‘by money has originated as a reward 
for services which the recipient may 
retain unused or release when he 
tenders the units in exchange for 
goods or services, the products of 
the efforts of others. Upon release, 
it becomes converted into an invest- 
ment either of direct benefit to the 
spender or through transfer by gift 
or otherwise places the same poten- 
tial power in the hands of another 
which it had in the possession of the 
donor. 


An investment therefore may be 
something acquired or gained 
through the release or transfer of 
money energy, being either of a per- 
manent nature or passing benefit. 
To purchase a house would be con- 
sidered a permanent investment, 
while a night at the theatre being of 
brief duration would provide what 
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could be called a short term invest- 
ment in which the capital employed 
becomes immediately exhausted 
while the return is in the personal 
enjoyment obtained. 


In the financial field however in- 
vestment is accepted as meaning the 
employment of money to provide in- 
dustry, commerce and government 
with the energy force to enable the 
economic life of a nation to be main- 
tained. 

The foundation of all investment 
derives from the individual, either 
by way of funds freely contributed 
or exacted in various forms of local 
or national taxation and utilised in 
financing municipal or state invest- 
ment. 

While the foundation of invest- 
ment is thus money resources of the 
individual, the policy of re-invest- 
ment has so developed that funds 
originally provided by small indi- 
vidual contributions, become through 
the medium of various institutions 
such as banks, insurance companies 
and finance houses, available in turn 
for institutional investment in the 
financing of corporate or private en- 
terprise or municipal or state de- 
velopment. 

Thus directly from the private in- 
vestor or by the utilisation of his 
funds by other organisations the 
cumulative side of what may be 
called “income” investment is built 
up. Just as with a receipts and pay- 
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ments account the receipts being the 
finances obtained and the payments 
how they have been employed. 


Investment “receipts” are always 
earmarked for some purpose and in 
the spending of them it all depends 
on whether the recipient is the state, 
a municipality or private enterprise. 


With private enterprise the main- 
tenance of capital is all important 
and capital funds provided may not 
be expended for revenue purposes, 
whereas in the case of the state no 
such ban exists. To take a case in 
point, the state will raise loans gen- 
erally by way of bonds during a 
period of national emergency—to 
those who subscribed to these bonds 
the contribution is an investment 
earning them interest while their 
capital debt remains intact to be re- 
paid at some future date. The 
amount subscribed however may be 
expended on both revenue and 
capital account, revenue in payment 
to the various services and capital in 
providing equipment for them. There 
is no need to maintain the capital 
because the funds are borrowed, 
future generations may well have to 
provide the repayment. In such a 
case the public are acting in much 
the same capacity as bankers, lend- 
ing money on fixed terms irrespec- 
tive of whether their advances are 
required for capital or revenue ex- 
penditure, provided the security of- 
fered them is sufficiently sound. 


Broadly speaking all receipts ex- 
pended on capital become capital 
investment whereby the spender 
either for himself or as a collective 
body representative of others may 
derive a benefit from the employment 
of the funds. 


The cumulative sum of the con- 
version of funds, private and institu- 
tional, into capital works through 
the medium of commercial, indus- 
trial, municipal and state expendi- 
ture becomes the national invest- 
ment. 
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From the commercial and indus- 
trial standpoint, capital investment 
may derive from both receipts on 
capital account including bank over- 
draft facilities and the capitalisa- 
tion of earnings. On the one hand 
therefore these are the money sym- 
bols of the supplied energy employ- 
able, and on the other, the employ- 
ment or release of this energy, re- 
presented by the same symbols, ap- 
plied as the interpretation of the 
assets acquired or created. 


The bulk of the funds employed by 
industry and commerce fall into 
three major categories of investment 
—fixed capital, working capital and 
amounts re-invested with others. 
Fixed capital investment represents 
expended money energy in its con- 
verted form at the money equivalent, 
while with working capital invest- 
ment the monetary energy has only 
been conditionally released as it may 
be recouped for renewed service 
through reconversion into the origin- 
al state by the disposal of the assets 
it procures or creates. Some of the 
working capital is almost invariably 
maintained in its money form as 
with “cash in hand and at bank’”’. 


While the two divisions described 
relate to capital retained within an 
enterprise, capital re-invested repre- 
sents money placed outside the scope 
of internal operations upon which 
the organisation is engaged, the form 
generally taken being loans to, or 
shares and debentures in, other 
bodies. 


Thus capital funds acquired, and 
created from earnings, may be em- 
ployed both internally and exter- 
nally. In the case of external em- 
ployment wise policy making and 
keen judgment are always required 
to. assess what proportion of the 
funds available may be usefully em- 
ployed outside the organisation 
rather than internally. In some in- 
stances resources may be so tied up 
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outside the concern’s own control- 
lable sphere of operations that its 
working efficiency is materially af- 
fected due to lack of funds for use 
in its own productive effort. There- 
by derives the term financial policy, 
the judicious employment of the 
capital available, and it is not diffi- 
cult to appreciate the skill which is 
necessary to direct the application of 
such resources to the best advantage. 


There are sufficient resources in 
men and materials in the world to- 
day were it possible to fully exploit 
them, to provide a universal stan- 
dard of living far in advance of any- 
thing yet attained. While the 
political factor has a vital bearing 
on the maximum utilisation of these 
resources, money is the means by 
which they are put to work and 
money related to effort is also the 
deciding factor as to how far the 
needs of a community can be satis- 
fied. 


Productive effort geared to maxi- 
mum capacity, can almost always 
outstrip consumption, and restric- 
tions have often to be applied to 
limit output in keeping with demand. 
Yet if additional purchasing power 
could be placed in the hands of con- 
sumers through increased efficiency 
and by a more equitable re-distribu- 
tion of wealth, demand could be 
continuously maintained. The situa- 
tion is not so much a question of 
over-production as lack of purchas- 
ing power in the hands of the con- 
sumer to meet all his needs to the 
point of maximum fulfilment. 


In the modern economy it is capital 
investment which puts productive 
effort to work, and the creation of 
capital is founded-on productivity. 
In the days when labour was but a 
chattel in abundant supply, creation 
of capital investment was virtually 
governed only by the availability of 
materials. As labour’ gradually 
achieved its rightful place in the 
economy a great change occurred 
and the possession of material re- 
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sources declined in importance rela- 
tive to the value of the forces needed 
to exploit them. 

Labour’s reward required a much 
greater use of money and so money 
became the medium of attaining the 
creation of capital investment. 

The essence therefore of a nation’s 
capacity for production of both 
capital and consumer goods is still 
the labour force and the raw 
material resources it possesses. How- 
ever, continuous expansion in the 
national investment can only be 
brought about by the utilisation of 
the energy potential in the form of 
money individuals are prepared, and 
compelled, to subscribe for invest- 
ment. 

Fortuitous export outlets or the 
possession of natural resources in 
keen demand by other nations may 
also favourably affect one country 
in so far as additional capital would 
accrue from their exploitation. It 
follows that other nations must pay 
for this and thus have less capital 
available for their own internal 
capital expansion, except when they 
possess a capital surplus which can 
be applied to both purposes. 

Capital investment therefore is 
the keystone of the national struc- 
ture, and the means whereby our 
modern economy is made to function. 


—Q— 
Fellow of A.S.A. Elected President of 
the LA.LI. 

At the annual conference of the 
Incorporated Australian Insurance 
Institute held in Perth from June 17 
to 20, Mr. L. J. Heale, F.A.LL., 
F.A.S.A., chief accountant of the 


Colonial Mutual Life Assurance 
Society Ltd., Melbourne, was elected 
president. 


Mr. Heale joined the C.M.L. in 
1921 and became chief accountant in 
1942. During 1954 he visited the 
United Kingdom and U.S.A. to in- 
vestigate the latest developments in 
life assurance accounting systems. 
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Since “The Australian Account- 
ant” focused attention on the sub- 
ject of “Decimal Coinage for 
Australia” by publishing in the June 
issue, readers’ views on this debat- 
able topic, considerable interest has 
been aroused in other quarters. The 
daily newspapers have published ar- 
ticles and comments on decimalisa- 
tion, and an influential body—the 
Decimal Currency Council—has been 
formed in Melbourne to advance the 
case for the adoption of decimal 
coinage in Australia. 

President of the Council is Sir 
Leslie Melville, Vice-Chancellor of 
the Australian National University, 
Canberra, and formerly Economic 
Advisor to the Commonwealth 
Bank. Vice-presidents are Professor 
Sir Alexander Fitzgerald, A.A.S.A., 
leading accountant and company 
director, and Mr. Walter Scott, gov- 
erning director, W. D. Scott & Co. 
Pty. Ltd., management consultants. 

In announcing the establishment 
of the Decimal Currency Council Sir 
Leslie said that it would seek the 
support of some 200 key organisa- 
tions throughout the Common- 
wealth. These would represent all 
aspects of community, commercial 
and educational opinion and, once 
evidence of their support had been 
established, it was to be expected 
that the Federal Government would 
take appropriate action. 

Meanwhile in response to the edi- 
tor’s invitation to readers to express 
their views on this question, the 
following letters have been received: 


The Editor, 
Sir, 

I have read with interest the ar- 
ticles on decimal coinage by Messrs. 
R. O. Harris and W. J. McFarland 
in your issue for June 1957. 

There is no doubt that calculations 


376 





DECIMAL COINAGE FOR AUSTRALIA: 
PRO AND CON 





under the decimal system are much : 
more readily and easily made than ' 
under the present Australian 
system. The number of countries 
that have adopted decimal currency 
is clear evidence of this. The great 
objection to the adoption of decimal 
currency in Australia is the amount. 
of confusion and dislocation which 
would occur in the transition period, 
and the loss involved in scrapping 
existing coinage and accounting in- 
struments. Nevertheless, I venture 
to predict that Australia and Eng- 
land must eventually follow the 
numerous other countries which 
have adopted decimal coinage. 


To reduce confusion to a minimum, 
the existing currency should as far 
as practicable be incorporated into 
the new system, and thus enable a 
trader to calculate readily according 
to either system, until the new 
system is firmly established. The 
method suggested by Mr. Harris. 
goes a long way towards achieving 
this, but, as he himself says, it is 
not a pure decimal system. To treat 
sixpence as six-tenths and three- 
pence as three-tenths of a shilling 
is not at all conducive to ease in 
accounting, and -would add to the 
difficulty of the average shopkeeper 
in converting values from the old 
system to the new. 


It is suggested that it would be 
preferable to declare ten pennies to 
be equal to one shilling, five pence 
to be equal to sixpence and two and 
one half pence equivalent to three 
pence. The sixpence and threepence- 
coins should be renamed—e.g., “‘tan- 
ner” and “dime” respectively. This. 
would result in coins being in easily 
calculated fractions or multiples of 
each other, and the only coins re- 
quired to be revalued would be those 
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of copper, which should be called in 
as soon as possible. 


I doubt whether half-pennies will 
drift out of use. Some years ago 
they were relatively rare, but lately 
I have been surprised at the number 
which I collect in my pockets in the 
course of receiving change. 


Mr. McFarland’s suggestion of a 
new unit having a value of one 
hundred pennies is intriguing and, 
at first sight, quite a simple solu- 
tion, and there is much to be said 
for a unit having a name which 
would prevent it from being mis- 
taken for an English or a New Zea- 
land pound. It is suggested, how- 
ever, that it would be unpracticable 
to put it into force unless the 
transition period were extremely 
short. Until the change over was 
completed, it would be necessary to 
convert pounds and its fractions into 
“Australs” and its decimals, and vice 
versa. This might be easy for a 
skilled mathematician, but would 
provide a permanent headache for 
the average bookkeeper. 


Again, the task of converting 
australs into pounds might be 
simple for a bank teller, but consider 
the case of a suburban shop assist- 
ant who is tendered two australs in 
payment for 14/11 and asked for 
change. 


In short, the adoption of the new 
unit would not lend itself to an easy 
transition from the present system 
to a decimal coinage. 


I suggest that the existing ten 
shilling note might be re-named— 
e.g., it might be called an “Austral” 
—and adopted as the new unit, and 
the penny and half-penny re-valued 
at one hundred pennies and two 
hundred half-pennies to the Austral. 
Apart from the copper coins, no con- 
version would be necessary. 


Ten shillings in some respects is a 
more suitable unit than the pound, 
as its fractions can be more conveni- 
ently expressed in decimals. Thus 
one shilling would be .1 of ten shil- 
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lings instead of .05 of one pound, 
and if the above suggestion is 
adopted one penny would be .01 of 
ten shillings instead of .005 of £1. 


Yours faithfully, 


G. H. Hopkins, A.A.S.A., 
Ingham, North Queensland. 


The Editor, 
Sir, 

No doubt the main considerations 
in converting Australian currency to 
the decimal system are that the 
£ unit should be preserved and the 
substitution of coinage made as 
simple as possible and without loss 
to anyone. There would, of course, 
be complications involved in alter- 
ing records and machines and in 
conversions in the initial stages, but 
no doubt these matters would be 
resolved following the acceptance of 
a basic principle. 


I therefore submit the following 
conversion table :— 


New 
Currency 
Present in 
Currency Decimals Suggested Names 
One pound or 
100 cents 
10/- 50 One half pound 
or 50 cents 
2/- 10 One florin or 10 
cents 
1/- .05 One shilling or 5 
cents. 
New 
Currency 
at Old 
a New 
ent Issue 
5/- .25 One quarter or 
25 cents 
4.8d. 02 2 cents 
2.4d. .01 1 cent 
1.2d. .005 half cent 


The half cent would be discarded 
in records the same as at present 
with the half-penny. 


The above requires withdrawal of 
6d., 3d. and 1d. coins and the issue 
of 25, 2, 1 and 4 cent pieces. In the 
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transition period the coins with- 
drawn could be exchanged for new 
currency to the same total value. 


Yours faithfully, 
A. V. MELLEFONT, Sydney. 


The Editor, 
Sir, 

Consideration of decimal coinage 
for Australia needs answers to a 
few questions. Amongst the fore- 
most are:— 

1. What are the advantages? 

2. What will it cost, and who is 

to pay it? 

3. How much confusion will fol- 
low? 

4. If the value of the coinage is 
changed how is the public to 
be protected against unfair 
prices caused simply by the 
change? 

1. Advantages. 

The principle advantages appear 
to be that we can forget there are 
twelve pennies in a shilling, 240 to a 
£. Calculations and additions of 
money will be simplified. 

Will those who favour a decimal 
system tell us what other advant- 
ages there are? 


2. Cost. 

Adding machines, bookkeeping 
machines, etc., will have to be al- 
tered, thrown out and replaced, and 
new price lists, wages awards, etc., 
calculated and printed for use. 

No doubt the community will bear 
the cost in the long run, but who is 
to find the money in the first in- 
stance, the taxpayer or the business 
owner or both? 


3. Confusion. 

There is bound to be a lot of con- 
fusion; how much is anybody’s 
guess. It will be interesting to hear 
how India gets on, especially how 
the public fares when it comes to 
calculating the anna as equivalent to 
6.25 of the new units of coinage. 


4. Protection of Public. 
If there is to be an alteration in 
the value of the coinage the public 
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should be clearly informed of what 
the result will be. 


If there is to be ten pennies to 
the shilling what will be the price 
(in the new penny units) for post- 
age stamps, daily papers and other 
articles priced at the pence now in 
use. 


If a postage stamp is to cost four 
of the new pence the £ will buy only 
fifty stamps as against sixty at 
present, equivalent to an increase of 
20 per cent. in the cost. If it is 
priced at three and half of the new 
pennies the £ will buy between fifty- 
seven and fifty-eight stamps. Still 
an increase in cost. 


Mr. W. J. McFarland’s suggestion 
that a new unit of one hundred 
pennies be adopted has the merit 
he claims for it, namely that the 
value of the coinage will not be al- 
tered, and that, as he says, is of 
importance. Alteration in the value 
of the coinage is a serious objection 
to the ideas of ten pennies to a shil- 
ling or a thousand units to a &. 


On the other hand, think what 
the adoption of a new unit in place 
of the £ can mean, to limited com- 
panies for example; alteration of 
1ominal capital, shares and 
amounts paid up or to be paid, issue 
of new certificates and so on. 


Visitors from countries using a 
decimal system make most fuss 
about our system. Yet the main 
concern of visitors to another 
country is the translation of the 
value of that country’s currency to 
the currency with which they are 
familiar, that of their own country. 
It is hard to believe that an Ameri- 
can in France or a Frenchman in 





*Editor’s Note: 
have ’raised the point of the inflationary 
effect which would follow the adoption of 
decimal coinage if, in the transition, the 
prices of such items as newspapers and 
postage stamps were raised to the nearest 
decimal equivalent. 


Other correspondents 


The Australian Accountant, August, 1957. 




















PREPARATION FOR OCTOBER AND 
SUBSEQUENT EXAMINATIONS. 








Requirements ? ? ? 
Personal Coaching with MR. CHANT and his 
Tutorial ASSISTANTS will help— 


INTERMEDIATE: 
Accounts—Auditing—Law (all divisions) 


FINAL: 
Accounts—Auditing—Taxation 


Results supported by Personal Testimony of candidates tell the 
story of previous achievements. We can help YOU. 


ENQUIRE WITHOUT OBLIGATION: 


L. W. CHANT, coacuinc sPECIALIST 


12 Spring Street, Sydney. BU 3237. 


RESIDENTIAL ACCOUNTANCY COLLEGE, 72 Bellevue Road, Bellevue Hill. 
(A division of the L. W. Chant Tutorial College, 12 Spring Street, Sydney) 


Applications now being considered for vacancies in this Accountancy progress step. 


ADELAIDE SECTION: ; 
L. W. Chant coaching facilities are now available through the L. W. Chant Adelaide 


office, 9 Commercial Place. 














THE ASSOCIATION OF CERTIFIED AND CORPORATE ACCOUNTANTS 
Publications by the Technical Research Committee 


MANAGEMENT ACCOUNTING 
A CONCISE APPRAISAL 


This work has been prepared for the guidance of members of the accounting profession and 
for business executives, so as to encourage the wider use of control accounting. The scope, 
objectives and methods are examined in general terms, but in such a manner as to show the 
great possibilities for useful service to Management, now available to the accountant. 
This study is now widely used as a training manual by a variety of commercial and industria! 
organizations. 

Price 2s. net, plus postage—sea mail 4}d., air mail 2/11. 


PUBLISHED BY THE ASSOCIATION AT 22 BEDFORD SQUARE, LONDON, W.C.1. 





THE SECRETARY, ASSOCIATION OF CERTIFIED AND CORPORATE ACCOUNTANTS, 
22 BEDFORD SQUARE, LONDON, W.C.1, ENGLAND. 


Please send me-.----------- copy (ies) of MANAGEMENT ACCOUNTING: A CONCISE APPRAISAL. 
Price 2/- net, plus postage—Sea mail 44d., air mail 2/11. 


ei isin ics SAM NGII. BR. RR ctl bhatt B | Ee eee ee 


Remittance enclosed £ : : Date........ + ae a AER RRL ETAL A ET 
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“New outlets for capital, new markets 
and new methods of work will be continu- 
ally under consideration by a live manage- 
ment, assisted by an adaptable and imagina- 
tive accounting service.” 


—from “Management Accounting, a 
Concise Appraisal”, published by the 
Association of Certified and Corporate 
Accountants, Great Britain. 
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Are YOU constantly aware of new outlets 
for capital, new markets, new ideas? Do 
you keep in close touch with business con- 
> ditions throughout Australia? 


: If not, why not do what thousands of 
live accountants and managements through- 
out Australia are already doing—reading 
“The Australian Financial Review.” 


6600666664044 044d tit 


At all newsagents, 1/6 a week. Or write 
to the “Financial Review”, Box 506, G.P.O., 
Sydney, for a year’s mail subscription for 
£4/5/-. 
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DCCL; 
COOK & HEATHCOTE 


FILING CABINETS 
4 DRAWER FOOLSCAP 


nom a /1O/-! 
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45 MARKET ST. Phone: MB5587 









for All Steel Equipment 





NIGHT CLASSES 
AT TAYLOR’S 


ACCOUNTANCY 


Preliminary, Stages I, I, Ul 


George Taylor & Staff 
306 Little Collins St., Melbourne 


(Entrance in the Causeway) 






















CASH, CONTROL & 


requirements. 

itemizing * Dissecting 
Desk model, Single or 
Multiple Cash Drawers 


instaiment posting with new balance 
duplicate. 


+e ee 


ANALYSING REGISTERS 


—Bullt exclusively to your client’s own system 


in 
Sales and Service throughout Austrailia — Send fer literature 
















SWEDA Agency (Aust.) 
Pty. Limited. 


418 Elizabeth Street. Sydney. 
6 Stanhilil, 34 Queens Road, Melbourne. 
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U.S.A. finds this any easier than the 
Englishman visiting either country, 
though both France and U.S.A. have 
decimal coinage. 

A list of the advantages and dis- 
advantages of making a change is 
badly needed. Can you find someone 
sufficiently interested to make such 
a comparison? 

Yours faithfully, 
“ENQUIRER”, Perth, W.A. 


The Editor, 
Sir, 

I have read the articles in your 
June edition on the subject of deci- 
mal coinage to be introduced in Aus- 
tralia, and was interested in the sug- 
gestions put forward by two of your 
readers. 

In my opinion, any change-over has 
to be considered both from our own 
viewpoint, as well as from an inter- 
national angle, this is the reason why 
I am strongly in favour of retaining 
the pound as a basis, building our 
decimal system around it. 

The only new coin that will have 
to be introduced is a “cent” or 1/100 
of a pound. We will then have the 
following scale: 

4 cent (minimum) 

1 cent 

24 cents—or “six pence” 

5 cents—or “shilling” 

10 cents—or “florin” 

50 cents or half-pound, or ten shil- 

lings 

100 cents or one pound, or ten 

florins. 

Eventually, coins at present in cir- 
culation for half-penny, penny and 
threepence will be withdrawn and 
not replaced, but while they are still 
in circulation they will have exactly 
the same value as at present, namely: 

12 half-pennies_ ; 

6 pennies | = 24 cents. 
2 three pences | 

This system will have the advan- 
tage of making use of most of our 
coins and all our notes at present in 
circulation, without interfering with 
overseas rates of exchange, or locally 
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revaluing or devaluing any of our 
coins. 

Values will be expressed only in 
pounds and cents, in the following 
manner: £10.75 or ten pounds and 


seventy-five cents (at present ten 
pounds fifteen shillings). £82.524 or 
Eighty-two pounds and fifty-two and 
a half cents (at present eighty-two 
pounds ten shillings and six pence.) 
Yours fathfully, 
I. EPSTEIN, 
Mt. Yokine, 


The Editor, 
Sir, 
What is the Cost? 

I think most people agree that deci- 
mal coinage is desirable for Austra- 
lia, but I am sure that there is a wide 
scope for discussion on how decimal 
coinage can be instituted with the 
least possible cost to us all. 

There have been many schemes 
brought forward showing how coin- 
age can be broken up in different 
ways to produce decimal results. 
Most of these are excellent in them- 
selves and most would do as an end 
result, but in many cases to change 
from our existing £.s.d. to one of 
these proposals would involve hard- 
ship for some. 

We have reached a stage of accoun- 
ting where almost every transaction 
other than a private person to person 
transaction comes to a mechanical 
register at least once before it finds 
its final resting place in a ledger. I 
use the word “register” to cover all 
aspects of mechanical recording from 
the humble cash register in the cor- 
ner mixed business to the complex 
multi-register book-keeping and 
analysing machines in the larger in- 
stitutions. 

These machines can impose limits 
upon what we would do. There are 
two mechanical aspects that must be 
considered. 

When a business buys a cash regis- 
ter, adding or accounting machine, it 
buys a machine with a register of 
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adequate size—one with sufficient 
banks for its expected business. It 
does not buy a machine to add 
£99,999,999/19/11 if one which will 
add to £99,999/19/11 will be sufifi- 
cient. Now if the Government insti- 
tutes decimal currency and settles on 
a scheme say where 100 pence equal 
one “Fadden”, then there would be 
2.4 Faddens to the present pound 
and the firms which are normally 
accumulating in their machines be- 
yond figure four on the last bank in 
the register may have to sacrifice 
their office equipment to progress, 
and buy another bigger and better 
set of machines. 

The other point in regard to ma- 
chines is the conversion of the shil- 
lings and pence banks to decimals. 
This will take time. The F.A.Q. Sales 
& Service Limited won’t be able to 
alter all their equipment in use in 
Australia from sterling to decimal 
on the night of June 30, so the system 
adopted should be one which can be 
made to overlap with £.s.d. for as long 
as required. 

The capacities of many machines 
can be enlarged by conversion of the 
shillings and pence to decimal banks, 
as in many cases there are three 
banks used for shillings and pence. 
One machine had four. However, 
many firms will want to have three 
banks to the right of unity for cal- 
culation work and this would not 
allow the capacity of the machine 
to be expanded. 

If the above two points are con- 
sidered to have sufficient weight, 
then we must retain our Australian 
pound as a unit value. This does 
not mean that we must continue to 
call it a pound. I think another 
name would be very desirable. To 
have different values throughout the 
world called the same thing is very 
difficult for beginners to grasp and 
is why “exchange” becomes mysteri- 
ous to the uninitiated. 

For business houses, large or small, 
the machine conversion would be the 
major worry. The rest is only organi- 
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sation and management which any 
accountant should be able to handle. 
It will scarcely extend beyond the re- 
ruling of the money columns of the 
accounting stationery next time 
forms are up for printing. Price lists 
and costs can be made to show both 
values for the necessary length of 
time, and as from a certain date, as 
chosen by each firm, all recording 
must be done in decimals, Any shil- 
ling and pence coins received must be 
valued decimally for receipting. The 
date of change would have to be tied 
in with the service machine firms 
are able to give for conversion. 

Banking establishments would 
probably have the worst time as they 
would most likely be expected to 
handle the conversion and it could be 
desirable for them to be remunerated 
perhaps by buying their new cur- 
rency from the Central Bank at a 
discount or selling the old currency 
back at a premium. 

Again, retaining the present pound 
as a value seems very desirable as 
the only changes then needed would 
be the elimination of some of the 
smaller coins and the issuing of sub- 
stitutes. 

Banks would probably need to 
keep machines available for both 
sterling and decimal until the ex- 
change of coins has been completed. 

It might be expected that the banks 
would have the bulk of the currency 
exchanged to the new coinage long 
before the machine servicemen can 
alter all the equipment in Australia. 

After business. houses and banks 
there are two other groups to con- 
sider. One is the Government, which 
has enough treasury experts to work 
out its problems and the other is the 
well known “man in the street”. A 
conversion table can be distributed 
to him as easily as a taxation return 
and if he knows the price of his 
groceries in both sorts of change, he 
should have no further worries. 


ROBERT H. CAPPER, A.A.S.A. 
Melbourne. 
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NEW BOOKS 


The following publications have 
been added recently to the A.S.A. 
Central Library, Melbourne:— 


Accountancy—General 

Australian Accountancy Pyeavens 1956: Sir 
Alexander Fitzgerald e 

Consolidated and Other a Accounts, 
8rd ed. 1956: Sir T. B. Robson. 

Financial and Cost Accounting for Manage- 
ment, 1956: A. H. Taylor and H. Shearing. 

Governmental Accounting, rev. ed. 1956: 
R. M. Mikesell. 

The Interpretation of Accounts, 1957: F. S. 


ray. 
Retail Merchandise Accounting, 2nd ed. 
1956: H. F. Bell. 
S.E.C. Accounting Practice and Procedure, 
1956: L. H. Rappaport. 

Taxable and Business Income, 1949: D. T. 
Smith and J. K. Butters. 
~ Management Accounting, 1957: T. G. 

ose. 


Annual Reports 

Presenting Financial Information to Em- 
ployees, 1957: British Institute of Man- 
agement. 


Professional 
Professional Ethics of Certified Public 
Accountants, 1956: J. L. Carey. 


Machine Accounting 


Electronic Computers and Management 
Control, 1956: G. Kozmetsky and P. 
Kircher. 

Auditing 


Auditing, 1957: R. A. Irish. 
Industrial Internal Aniine. 1951: W. A. 
Walker and W. R. Davies. 


Statistical Sampling for Auditors and 
Accountants, 1956: L. L. Vance and J. 
Neter. 

Costing 

Cost Control, 1954: British Paper Box 
Federation. 


Costing System, 12th ed. 1956: British 
Federation of Master Printers. 

Manual of Cost Accounting in the Footwear 
Industry, 1957: Incorporated Federated 
Associations of Boot and Shoe Manufac- 
turers of Great Britain and Ireland and 
the Society of Incorporated Accountants. 

Report of Committee of Transport Econo- 
mic Research Relating to Road and Rail 
Transport. Part 1. Road transport costs 
and road construction and maintenance, 
1956: Australian Transport Advisory 


Council. 


Business Organisation and Management 
The Australian Businessman’s Handbook, 
1957: Rydge’s. 
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Industrial Relations in Australia, 1956: 
. Walker. 

An Introduction to the Study of Industrial 
Relations, 1956: J. H. Richardson. 

The Pattern of Management, 1956, L. F. 
Urwick. 

Incentives 

Jam Today, 


Statistics 
Statistics as Applied to Accounting Data, 
1953: C. R. Curtis. 


Economics 
The Accumulation of Capital, 
Robinson. 
The Conflict of Expansion and Stability, 
1957: D. Copland and R. DBarback, eds. 
The Theory of Wages, 2nd ed. 1956: K. W. 
Rothschild. 

Law—Bills of Exchange 

Report of the Committee on Cheque En- 
dorsement, 1956: Great Britain. H.M. 
Treasury. 


1956: K. G. Briskham. 


1956: Joan 


Taxation 

Income Tax for Farmers and Graziers, 4th 
ed. 1957: Dept. of Primary Industry. 

Lee’s Law of Stamp Duty and Death and 
Estate Duty in N.S.W., 2nd ed. 1957. 

New South Wales Land Tax Handbook, 
1956: J. M. White and J. D. L. Gaden. 


Mathematics and Interest Tables 

The Economist Guide to Weights and 
Measures, 1956. 

Tables for the Repayments of Loans, 3rd 
ed. 1956: W. F. Roberts and C. J. Stevens. 


English Usage 

Clear Thinking, 1956: R. W. Jepson. 

A General Certificate English Course, 1957: 
E. F. Candlin. 


The following books have been 
added recently to the libraries of the 
Queensland Division: 


Accounting Systems—Design and Installa- 
tion (U.S.A.) 2nd Ed. (1953):* J. B. 
Heckert & H. D. Kerrigan. 

Office Management and Control (U.S.A.) 
Revised (1953):* G. R. Terry. 

Handbook of Modern Accounting Theory 
(U.S.A.) (1955): Morton Backer. 

Business Budgeting and Control (U.S.A.) 
2nd Ed. (1955): J. B. Heckert & J. D. 
Willson. 

Tested Approaches to Capital Equipment 
Replacement (U.S.A.) (1954): American 
Management Association. 

Reports to Top Management (1953): 
rican Management Association. 

Industrial and Commercial Organisation in 
Australia (1957): E. H. Jones. 


*Also added to the Rockhampton, Too- 
woomba and Townsville Libraries. 


Ame- 
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VICTORIA 


Monthly Luncheon 


The 150 members of the Victorian Divi- 
sion who were present at the July luncheon 
at The Victoria had the good fortune to 
hear an address by the Society’s General 
Registrar, Mr. C. W. Andersen, who had 
just returned from South-East Asia. 

Mr. V. L. Solomon, president of the Vic- 
torian Division, in introducing Mr. Ander- 
sen as the guest speaker paid a tribute to 
his 25 years of unstinting service to the 
accountancy profession in his capacity as 
General Registrar. 

Mr. Andersen, who, with the President of 
A.S.A. General Council (Mr. O. H. Paton), 
had spent several weeks on a Government- 
sponsored mission to South-East Asia, told 
his audience of the circumstances which 
had brought about the Society’s interest 
in that area and how grateful the accoun- 
tancy profession there had been for the 
Society’s help. Mr. Andersen held the in- 
terest of his listeners as he described the 
various places visited, the generous hos- 
pitality enjoyed and the accountancy situa- 
tion in South-East Asia as it concerns the 
Society and its many students and members 
resident there. 


Family Circle Discussion 

The speaker at the July discussion was 
Mr. D. M. Cronin, A.A.S.A., F.C.A.A., a 
consulting cost accountant and member of 
the Divisional Council of the Australasian 
Institute of Cost Accountants, who spoke to 
a large and avpreciative audience on the 
problems involved in the installation of a 
standard cost system. 


BALLARAT 


An attendance of 61, including members 
of the Society, students and representa- 
tives of the local Law Association were 
present on July 3, at the Ballarat branch’s 
meeting at the “Ballarat Wattle” when Mr. 
John Simon, B.A., A.A.S.A., A.C.LS., a 
member of the appeals staff of the Vic- 
torian division of the Taxation Department 
gave an interesting lecture on “Allowable 
Deduction under the Income Tax Assess- 
ment Act.” 

Messrs. R. Humphries and F. X. 
Matthews who were conducting the Taxa- 
tion Department’s annual advisory visit to 
Ballarat were also present and assisted in 
answering many questions after the lec- 
ture. 

The branch chairman, Mr. Edward Coul- 
son, presided at the meeting and Mr. O. 

Glenn, past president of the Law As- 
sociation, moved a vote of thanks to Mr. 
Simon. 
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A.S.A. NEWS AND NOTES 





Personal 
G. I. Stevenson & Co., Chartered Ac- 
countants (Australia), advise that as 


from June 30, Mr. George Ingram Steven- 
son will retire from the partnership of the 
firm. 


The business was established by Colonel 
G. I. Stevenson in November, 1911, at 17 
Queen Street, and with the exception of a 
break from August 1914 to the end of 1918, 
has been in continuance since that date. 


The remaining partners, Messrs. Arthur 
Lindsay Taubman, George Thomas Bradley 
and Lindsay Norman McDowell, all mem- 
bers of the Institute of Chartered Account- 
ants in Australia, will continue as hereto- 
fore the business and practice in the firm 
name of G. I. Stevenson & Co., Chartered 
Accountants (Australia), at the same ad- 
dress, 17 Queen Street, Melbourne. 


Mr. Leonard M. Stanton has pleasure in 
advising that he has admitted Mr. Joseph 
C. Hough into partnership. The practice 
will continue at the same address, 340 
Little Collins Street, Melbourne, under the 
firm name of Leonard M. Stanton & 
Partners. 


QUEENSLAND 


Members’ Luncheon 


On June 25, members listened with great 
interest to an address by Professor W. R. 
Blunden of the Chair of Traffic Engineer- 
ing at the University of Technology, 
Sydney. 


Professor Blunden had just returned from 
a trip to the United States of America, 
where he studied modern developments in 
traffic engineering and traffic control. 


In his address he dealt more particularly 
with the economic aspects of the problem 
and outlined the manner in which it was 
being tackled in the United States. It had 
been proved there that the construction of 
tollroads or turnpikes by private enter- 
prise was both a profitable and economic 
method of solving the problem of providing 
bigger and better roads. 


The speaker dealt also with aspects of 
the parking problem and this, allied to 
methods of finance in road construction, 
indicated that even applied to Australia 
good roads don’t cost—they pay. 


The State president, Mr. R. F. Butt, 
presided, and welcomed as guests of the 
Society Mr. S. Ricketts, president of the 
Royal Automobile Club of Queensland, 
Inspector C. E. Risch, district superinten- 
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dent of traffic and Mr. L. J. Feenaghty, 
secretary of the Main Roads Department. 

A vote of thanks to the speaker was 
proposed by Mr. J. L. Amies (Queensland 
State Registrar). 


Educational Activity 


Members met on June 13, at 7.30 p.m. in 
the Oddfellows Hall, Charlotte Street, 
Brisbane, to hear addresses on the subject 
of “Control of Stock”. 


Mr. D. A. Gray, F.A.S.A., secretary of 
Appleton Industries Ltd. dealt with “Stock 
Control” from the point of view of the 
financial executive in industry. Mr. D. V. 
R. Davies, supply manager of N. V. Apple- 
ton Pty. Ltd., dealt with the technical and 
physical aspects of “Stock Control’. 

During the discussion which followed, 
many questions were dealt with by the 
speakers, and from the scope and extent 
of questions, it was obvious that the choice 
of this subject at this particular time of 
the year was of great interest to members. 
The information supplied by the speakers, 
both in their papers and in answering ques- 
— should prove of great help to mem- 

ers. 


Personal 


Drysdale, Hendy & Co. of Brisbane 
announce that Mr. William Livingston 
Boyd joined the firm of Drysdale, Hendy 
& Co. as a partner as from July 1, 1957. 
Mr. Boyd is a member of the Institute of 
Chartered Accountants in Australia and 
for a number of years has been in public 
practice in Brisbane. The business will be 
continued under the same firm name at 
the present address. 


Arthur J. Morris & Co. of Brisbane 
advise that Mr. A. D. Morris who has 
practised in the name Arthur J. Morris & 
Co., and Mr. C. J. Cavaye who has prac- 
tised in his own name intend entering into 
partnership on July 1, 1957. The business 
will be carried on in the firm name of 
Arthur J. Morris & Co., Chartered Ac- 
countants (Aust.) at the School of Arts 
Building, 166 Ann Street, Brisbane. 


SOUTH AUSTRALIA 


Annual Lecture 


The annua! lecture in the University of 
Adelaide was delivered by Professor Robert 
L. Dixon on June 27. The lecture, which 
was chaired by Professor Sir Mark Mit- 
chell, Acting Vice-Chancellor of the Uni- 
versity of Adelaide, was attended by ap- 
proximately 300 members who listened to 
a stimulating talk on the subject “Current 
Accounting Developments in the United 
States of America”. 

Following the lecture, members of the 
Divisional Council entertained representa- 
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tives of kindred associations at supper, 
when an opportunity was given to those 
present to meet Professor Dixon. 

On the following day, June 28, the Lord 
Mayor of Adelaide, Alderman J. S. Philps, 
gave a civic reception at the Town Hall, 
Adelaide, to Professor Dixon and on July 
2 he attended a luncheon at the Common- 
wealth Bank, Adelaide, given by the mana- 
ger, Mr. N. J. Gilmour. 

The president of the Law Society of 
South Australia, Mr. Edgar Stevens and 
members of the Law Society Council gave 
an informal reception when an opportunity 
was afforded to Professor Dixon to meet 
members of the Council of the Law Society 
and Queen’s Counsellors in South Aus- 
tralia. 

Thirty-six members attended the series 
of lectures on “Accounting and Control 
Techniques for the Small Business” given 
by Professor Dixon at the Public Service 
Inspector’s Training Centre, Flinders 
Street, Adelaide, from July 1 to 5 


Annual Golf Match 


The annual golf match with the Institute 
of Chartered Accountants was held at the 
Grange Golf Club on June 25. The match 
resulted in a win for the Society, 4 won, 
2 lost and 3 drawn. Results of the indi- 
vidual matches were:— 
J. L. Mann-M. L. Skinner lost to W. S. 
Shephard-R. G. Cruickshank—3/2. 

E. Dolan-D. P. Hill and J. F. Simpson- 
D. H. Pickering—square. 

A. B. Cox-A. Roberts and M. C. Lemon- 
G. H. Driver—square. 

E. M. Garrett-J. A. Salas and R. R. W. 
Ingleton-B. Powell—square. 
L. H. Duncan-G. R. Jackson defeated R. 
W. B. Middleton-D. J. Rundle—3/2. 
H. W. Butcher-V. C. E. Scanlon defeated 
E. Cox-J. R. M. Steele—5/4. 

J. E. C. Stephens-K. Adam lost to R. 
Fidock-C. Newbery—3/2. 

M. G. Matheson-D. C. Horton defeated 
C. S. Hinckley-K. Cambrell—6/5. 

L. J. C. MacKenzie-M. G. Crump defeated 
R. M. Hardy-J. Dean—4/3. 

A bogey competition was held in con- 
junction with the match, the results of 
which were:— 

Winner: E. Dolan—1 up on a count back 

from W. S. Shephard. 

Best first nine: W. S. Shephard—2 up. 

Best second nine: R. G. Cruickshank—2 

up. 


News of Members 

Mr. P. G. Timcke, A.A.S.A., has been ap- 
pointed assistant manager of the Executor 
Trustee & Agency Company as from July 
1. Mr. S. G. Chinner, A.A.S.A., has been 
appointed chief trust officer. 
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Mr. A. R. Michell, A.A.S.A., has been ap- 
pointed manager of Farmers’ Co-operative 
Executors and Trustees Limited, and Mr. 
A. R. Merkel, A.A.S.A., has been ap- 
pointed secretary and accountant. 

Mr. N. O. Arnott, F.A.S.A., has retired 
as manager of Henry Berry & Co. (Aus- 
tralia) Ltd. 

Mr. R. E. B. Love, A.A.S.A., chief 
accountant of the Shell Company of Aus- 
tralia Limited, South Australia branch, has 
been appointed to the South Australian 
Divisional Council of the Australian Society 
of Accountants. 


NEW SOUTH WALES 
WOLLONGONG 


During the visit of Professor Robert L. 
Dixon to ‘Wollongong in the course of his 
Australian lecture tour, the Wollongong 
branch council had the pleasure of enter- 
tree him and his wife at dinner on June 


Also present as the guests of the council 
were Mr. and Mrs. F. Lavan, manager of 
the Wollongong branch of the Common- 
wealth Trading Bank. . 

Following the dinner, Professor Dixon 
spoke on the subject of “The Accountant 
and Today’s Problems” and the large num- 
ber of members and students present 
gained a great deal of value from his 
challenging remarks. 

The “Company Practice’ series of lee- 
tures is currently being held in conjunction 
with the Chartered Institute of Secretaries, 
at Stawell Hall, Macquarie Street, Sydney. 

Two lectures have been given namely 
“Mechanisation of the Company Share 
Records” by Mr. F. A. Robertson. This 
lecture was very timely, coming straight 
after our general mechanisation series. Mr. 
Robertson of the stock and share depart- 
ment of the Comonwealth Trading Bank, 
gave us an interesting address based on 
first hand experience. 

The second lecture was “Problems Aris- 
ing in the Raising of Company Finance”’— 
something about which we were all keen 
to know. Our lecturer was Mr. R. F. 
Arthur, A.A.S.A., A.C.LS., of the “Sun- 
Herald”. He was most informative on the 
trends in the methods of raising capital. 

Two hundred members and registered 
students attended the lectures. The third 
and final in the series is “Company Forma- 
tion, Conversion and General Procedures” 
by Mr. R. G. Fairlie, F.C.A.(Aust.), F.C.I.S. 


Personal 


Mr. C. A. Le Maistre Walker has retired 
from C. A. Le Maistre Walker Son and Co., 
Challis House, Martin Place, Sydney, after 
being associated with the firm for over 40 
years, but will continue in a consultative 
capacity in the future. 
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Messrs. Ronald Thomas Pawley, F.A.S.A., 
and Peter John Davidson, A.A.S.A., who 
have been senior members of the staff for 
a number of years, have been admitted to 
the firm. 

Mr. Allan K. Rost, A.A.S.A., has com- 
menced public practice at Rural Bank 
Building, 19 Hunter Street, Sydney. 

Mr. F. J. Ruwald, 8 Spring Street, 
Sydney, advises that he has admitted into 
partnership Mr. G. R. 8. Evans. The prac- 
tice will be carried on under the name of 
F. J. Ruwald and Evans at the above men- 
tioned address. 

Lister, Chester and Barnett of 76 Eliza- 
beth Street, Sydney, advise that Mr. D. T. 
Pitt has been admitted to the firm as 
resident partner in Canberra. Mr. Pitt has 
been in charge of the Canberra Branch 
since its establishment. The name of the 
firm will remain unaltered. 


Data Processing Techniques 


The Nuclear Research Foundation within 
the University of Sydney, announces an 
evening course on Data Processing Tech- 
niques including Practical Computer Pro- 
gramming, to be held in the Adolph Basser 
Computing Laboratory, commencing on 
September 11. 

The course is designed to introduce those 
interested in various aspects of accounting, 
stock control, production control and simi- 
lar procedures to the new techniques of 
data processing. 

The course will be conducted on Wednes- 
day and Friday evenings with a total of 
eighteen lectures spread over nine weeks. 
Classes are to begin at 6.30 and finish at 
7.30. On one evening each week the lecture 
will be followed by two hours’ practical 
work, 

The number attending the course will be 
limited to ensure that adequate tuition is 
given. Applications, for consideration by 
the selection committee, must be in the 
hands of the Secretary, Nuclear Research 
Foundation, not later than 12 o’clock noon, 
Thursday, August 29, 1957. Any members 
wishing to obtain further particulars should 
write or telephone The Secretary, Nuclear 
Research Foundation, School of Physics, 
University of Sydney. 


TASMANIA 


Mr. M. L. Wright of 63 Paterson Street, 
Launceston, has become honorary secretary 
of the northern branch of the Tasmanian 
Diviston of the Australian Society of Ac- 
countants. 


Mr. K. R. Lucas has been appointed 
branch manager of Philips Electrical In- 
dustries Pty. Ltd., Hobart. 


The Australian Accountant, August, 1957. 

















ae tea ate wheat, 6 








Students Society 
Activities 


Annual Meeting 


The annual meeting of the Victorian 
Division of the Students’ Society was held 
on June 18. The election resulted in the 
following being appointed to the council: 
Messrs. A. Anzion, W. A. Boag, C. E. Copp, 
E. L. Ethell, J. E. Hyland, E. V. Legg, B. 
P. O’Connell, R. L. Williams, P. M. Wood, 
Misses N. M. Dawson, E. G. McPherson. 

Subsequently at the first meeting of the 
Council held on July 1, the following office 
bearers were appointed. President: R.. L. 
Williams; Vice-president: W. A. Boag; 
Hon. secretary E. L. Ethell, Hon. assistant 
secretary/treasurer Miss N. M. Dawson. 

At the conclusion of the rey bg 
those present were addressed by Mr. R. W. 
Robertson, B.Com., A.A.S.A., ACIS. on 
“An Introduction to Presentation of Finan- 
cial Statements”. 

Those present were most appreciative of 
the clear and concise manner in which the 
speaker presented the subject matter which 
proved of valuable assistance to students. 
The Council extends thanks to Mr. Robert- 
son for his help. 


Discussion on Model Answers to May 1957 
Examinations. 


On June 21 Nes 24, Mr. A. E. Speck, 
B.Com., F.A.S.A., F.C. I. S., lead the discus- 
sion on model answers to the accounting 
papers set for the May 1957 examinations. 
Mr. Speck always is willing to give of his 
time and experience in assisting students 
and these occasions proved to be no excep- 
tion. All present obtained great benefit 
from these discussions and thanks of mem- 
bers are hereby record 


VICTORIA 


The committee of the Students’ Society 
has planned an excellent syllabus of lec- 
tures and activities for the coming months 
and members of the Society should be able 
to obtain considerable benefit by taking 
part. As from September the syllabus in- 
cludes :— 

September 9—“The National Economy— 

Income and Expenditure,” by Mr. K. 
C. McKenna, B.Com., B.Ed. 

September 30 (6.30 p.m. )—“Taxation of 
Private Companies,” by Mr. D. Dobbie, 
A.A.S.A., A.M.T.C. 

October 4, 11, 14 (6.30 p.m.) —“Holding 
Companies and Consolidated State- 
ments,” by Mr. G. S. Watson, B.Com., 
A.A.S.A., Internal Auditor, Myer Em- 
porium Ltd. 
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October 15, 18 (6.30 p.m.)—“Commercial 
Law—Law of Contracts and Negotiable 
Instruments,” by Mr. G. R. Thompson, 
A.A.S.A. 

November 11 (6.30 p.m.)—Demonstration 

of mechanised accoun ng machines at 

i 


the offices of Burroughs Limited. 
November 21 (7.00 p.m.)—Visit to Altona 
ew of Vacuum Oil Company Pty. 


November 29 (6.30 p.m.)—Discussion of 
Model Answers, October, 1957, Exami- 
nations “Accounts” Stage I and “Com- 
pany Accounts” Stage II, by Mr. A. E. 
Speck, B.Com., F.A.S.A., F.C.LS., of 
A. E. Speck and Associates. 

December 6 (6.30 p.m.)—Discussion of 
Model Answers, October, 1957, Exami- 
nations “Advanced Accounts A” Stage 
III and “Advanced Accounts B” Stage 
TlI, by Mr. A. E. Speck, B.Com. 
F.A.S.A., F.C.LS., of A. E. Speck and 
Associates. 

February 3, 7, 1958 (6.30 p.m.)—“Com- 
mercial Law—Bailments and Bank- 
ruptcy,” by Mr. G. R. Thompson, 
A.A.S.A. 

February 21, (6.30 p.m.)—“Statement of 
Funds,” by Mr. Curtis A. Reid, 


LS. 
March 1 (6. 30 p-m.)—“Auditing” ue 
Mr. J. S. Egan, B.A., 
F.A. 5. A., A.C.LS., A.C.A.A 
March 11, (1.10 p.m.-1.50 p.m. :)—“Income 
Tax—Repairs as an Allowable Deduc- 
tion,” by Mr. D. Dobbie, A.A.S.A., 


A.M.T.C. 
March 21 (6.30 p.m.) — “National 
Economy — Income and Expenditure,” 


by Mr. K. C. McKenna, B.Com., B.Ed 


QUEENSLAND 


Students’ Society 


A well attended meeting of students was 
held in the Oddfellows Hall, Charlotte 
Street, Brisbane, on June 27. 

The speaker, Mr. A. G. Prentice, B.A., 
LL.B., A.A.S.A., delivered a commentary 
on the questions set in the legal paper at 
the May examinations. 

At the conclusion of his comments on 
each paper, he answered questions raised 
by students regarding various aspects of 
the subject matter of the different papers. 

The State Registrar clarified a number 
of points arising from the sequence in 
which students may take the subjects at 
the examinations, and the reciprocity ar- 
rangements with the University of Queens- 
land by which each organisation grants 
credit for a pass in specific subjects at the 
examinations of either organisation. 

The chairman of the Students’ Commit- 
tee, Mr. R. A. Smalley, presided, and moved 
a vote of thanks to Mr. Prentice for the 
assistance he had rendered to students. 
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SOUTH AUSTRALIA 


On Monday, July 1, 22 students visited 
the Department of Agriculture for a 
demonstration of the Powers Samas ac- 
counting machines. The secretary of the 
Department, Mr. North, with Mr. Russell, 
explained the machines in relation to pay- 
roll requirements. Other machines of 
interest were the tabulator capable of 
printing approximately 80 lines a minute, 
and the computor which punched 120 lines 
per minute. 


The demonstration was of real value to 
the students who saw at first hand the 
latest machine accounting methods for 
handling large volumes of records. The 
Students’ Society is grateful for the De- 
partment’s interest and for the time and 
effort which was given to this demonstra- 
tion. 


NEW SOUTH WALES 


At the committee meeting of July 11, 
1957, the following office bearers were 
elected:—President: Mr. T. H. Braban; 
vice-president: Mr. J. A. Clough; hon. 
secretary: Mr. F. H. Ward; hon. asst. 
secretary/treasurer: Mr. R. G. Gibson; 
publicity officer: Mr. W. J. Schimmel. 


The first lecture of a series arranged for 
the ensuing six months was “tae by Mr. 
R. R. Austin, B.A., LL.B., A.S.A., 
under the heading of ‘ ‘Monetary Thesey” 
The speaker sub-titled his lecture “The 
Significance of the Balance of Payments”, 
with particular reference to chapters 23, 
24 and 25 of the book “Wealth and In- 
come”. This text is recommended for 
examination study and with Mr. Austin’s 
concise approach, the students gained a 
clearer understanding of many points in 
this complex subject. 


Mr. Austin explained that the overseas 
exchange rate is a constant source of worry 
to the Commonwealth, particularly as Aus- 
tralia is so closely related to the sterling 
area in connection with its overseas balance 
of payments. He said “As we are a satelite 
of the sterling block, it is obvious that 
there are various disadvantages if there 
are fluctuations in overseas exchange rates, 
causing instability of overseas investments 
in this country and also unfavourable im- 
port and export valuations. Australia be- 
came very unpopular in 1931 when it de- 
valuated the pound from £8100 to £A125.” 
He stressed that the stability of this trade 
is of vital importance in business, as the 
ordinary rule of supply and demand empha- 
sizes, “we are fortunate”, he said “that in 
the last 26 years we have had no change 
in the stebility of Australia’s overseas cur- 
rency rates, quite often at the expense of 
~~ Sa to almost nil of our London 
unds . 
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Australasian Institute 
of Cost Accountants 


QUEENSLAND 


The June luncheon meeting of the 
Queensland branch of the Australasian 
Institute of Cost Accountants was held on 
June 24 at McDonald’s Restaurant, Edward 
Street, Brisbane. After luncheon, a discus- 
sion followed on aspects of capital expendi- 
ture. 


Mr. G. F. Robbins, manager of M. R. 
Hornibrook Pty. Ltd., led the discussion 
through the following phases:—Is a Capi- 
tal Budget practicable? How should it 
operate? Alternative methods of control. 
Day-to-day authorisation of capital ex- 
penditure. 


The Divisional Council reminds members 
that these lunch hour discussion groups 
will be held in future each month, and each 
member will receive due notice. The Coun- 
cil hopes that more members will take ad- 
vantage of this method of keeping abreast 
of the present day approach to costing. 


NEW SOUTH WALES 


On June 27, a lecture entitled “Organisa- 
tion and Management” was given by Mr. 
Harold L. Sainsbury at the Sydney office 
of the Australian Society of Accountants. 


The lecture took the form of a review 
and discussion based on the recently pub- 
lished book “Principles and Practice in 
Industrial and Commercial Organisations 
in Australia” by Mr. E. H. Jones. The 
many questions asked by the audience at 
the conclusion of the lecture were indicative 
of the interest taken in the subject. 


On June 29, the Institute held a second 
conducted tour of the Warragamba Dam. 
This was specially arranged by the Water 
Board for those who were unable to join 
the tour held earlier in the year because 
of the limitation on the size of the inspect- 
ing party. 

Members of the division enjoyed a film 
evening at the Shell Company’s theatrette 
on July 21 


This being the Geophysical Year the 
members had an opportunity to bring 
themselves up-to-date on what is happen- 
ing in other parts of the world. Two 
interesting films were shown on Antarctica 
and we are indebted to the Shell Company 
for its film, “Search for Oil in Indonesia”. 
Another film depicting the life of a certified 
public accountant in United States of 
America, completed an instructive pro- 
gramme. 
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Melbourne’s Summer School of Business Administration 


The University of Melbourne’s third 
Summer School of Business Administration 
will open on January 20, 1958, and close, 
six weeks later, on March 1. The closing 
date for receiving applications is Septem- 
ber 15, 1957. 

A brochure enclosing an application form 
and containing particulars of the School 
will be mailed on application to the Secre- 
tary, Board of Management, Summer 
School of Business. Administration, Uni- 
versity of Melbourne, Carlton, N.3, Vic- 
toria (Mr. H. F. Downes, Tel. FJ 0484). 
Applications for admission, should be ac- 
companied by a cheque for £100 drawn in 
favour of the University of Melbourne 


Summer School, the balance (£200) is pay- 
able on the opening day of the School. 

The previous University Summer 
Schools, in 1956 and 1957, enjoyed success 
and led to establishment of the School on 
a permanent basis. This fully residential 
Summer School available to business execu- 
tives provides them with an opportunity 
for higher managerial training. 

Participants taking this intensive full- 
time six weeks’ course of study covering 
principles and practices crucial to adminis- 
trative efficiency reside at a University 
College and for more than twelve hours a 
day live, breathe, think and talk business 
administration in the company of other 
senior executives. 





ONS 


N.S.W. Land Tax Returns, 1957/58 


The New South Wales Commissioner of 
Land Tax advises that the following is a 
summary of the probable requirements in 
regard to the 1957-1958 Land Tax Re- 
turns :— 

“It is anticipated that two return forms 
will be used. (i) Form A, similar to the 
present form, for use by persons who did 
not lodge returns for 1956-1957. (ii) Form 
B, for use by persons who lodged returns 
for 1956-1957. 

Form B will provide for a reconciliation 
on the following lines:— 

Total unimproved value as per 1956/1957 
Assessment. Add (1) Unimproved value 
of land acquired since 31/10/56 at 31/10/57 
values. (2) Increases in valuations of 
land included in 1956/1957 assessment and 
still owned at 31/10/57. (3) When a parcel 
of land which was included in the 1956/ 
1957 assessment has been partly sold, the 
unimproved value of the remainder which 
is still owned at 31/10/57. Less (4) Land 
included in the 1956/1957 assessment which 
was wholly or partly disposed of prior to 
31/10/57 (at 31/10/56 values). (5) De- 
creases in valuation of land included in 
1956/1957 assessment and still owned at 
31/10/57. 

Full details will be required in regard 
to 1 and the sequence of item numbers 
should be continued from the 1956/1957 
return. 

The information required in regard to 2 
and 5 will be the item numbers in the 
1956/1957 return, area or dimensions and 
unimproved value assessed for that year 
and the unimproved value at 31/10/57. 

For item 4 the information required will 
be the item numbers in the 1956/1957 re- 
turn, area or dimensions, total unimproved 
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value included in the 1956/1957 assessment 
and the purchaser’s name. 

For item 3 the information required will 
be area or dimensions of the remainder 
still owned and the unimproved value of 
that area at 31/10/57. 

Valuation or rate notices will be required 
in regard to 1, 2, 3 and 5. 

Variations only will be required in re- 
gard to information previously furnished 
under schedules 2 fo 9, inclusive, of the 
current return and a taxpayers and agents 
declaration on the return form will be so 
worded that no notations will be required 
on the schedules except where there has 
been a variation. 

Where there have been no variations 
either in land values or information in the 
schedules, preparation of the return will 
consist of the insertion of the total un- 
improved value at 31/10/57 and signing 
of the appropriate declaration. 

The approximate final date for lodge- 
ment of returns will be December 2, 1957, 
and the procedure in regard to extensions 
of time to lodge returns will be the same 
as for the current year. 

The Commissioners of Land Tax for Vic- 
toria, Queensland and South Australia have 
agreed to hold supplies of N.S.W. forms at 
their offices in Melbourne, Brisbane and 
Adelaide respectively, where they may be 
obtained at the appropriate time on per- 
sonal application only. 

Approval has been given by the Director 
of Posts and Telegraphs Sydney, for the 
distribution of return forms through post 
offices as was done last year. 

Information sheets and spare copies of 
schedules 1 for each return form will also 
be available. 
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Registration Fees 


Fees payable to the Victorian 
Registrar-General under the provi- 
sions of the “Instruments Acts 
(Fees) Regulations 1956” and “The 
Registrar-General’s Fees Act 1956” 
were changed in some instances last 
year. For the information of mem- 
bers the scale of such fees (operative 
as from November 15, 1956) are 
listed below. 


Filing any Bill of Sale, 10/-. 

Lodging any Bill of Sale, 5/-. 

Lodging -any Caveat pursuant to Section 
34 or Section 84, 5/-. 

Any application to withdraw a Caveat 
pursuant to Section 37 or Section 88, 5/-. 

Filing any renewal affidavit, 5/-. 

Filing any satisfaction piece pursuant to 
Section 47, 10/-. 

Filing any assignment of Bill of Sale, 10/-. 

Filing any contract of sale and contract for 
letting and hiring, 10/-. 

Registration of any lien on crop, £1. 

For entering satisfaction of any preferable 
lien on crop or lien on wool, 10/-. 

Registration of any lien on wool or stock 
mortgage, £1 

For registering copy of receipt from mort- 
gagee of stock, £1. 

Filing Statutory Declaration pursuant to 
Section 77, 10/-. 

Registering any assignment of book debts, 
10/-. 

Lodging notice of intention to register an 
assignment of book debts, 5/-. 

In respect of companies incorporated by 
Royal Charter or Special Act—for re- 
ceiving every copy of power of attorney, 
revocation or copy of charter, including 
verifying the same, £1. 

For any endorsement or memorandum made 
pursuant to Sections 107 and 108, 10/-. 

Filing any power of attorney, £1. 

Filing declaration or notice of. revocation 
of power of attorney, £1. 

For each search of the registers and docu- 
ments kept by the Registrar-General 
under the Act, 5/-. 

1. Regulation 1 of the Regulations pre- 
scribing Fees and Forms under the Busi- 
ness Names Act 1928 published in the 
Government Gazette dated 12th August, 
1931, is hereby rescinded and the following 
Regulation, which shall operate on and 
from the 15th day of November, 1956, is 
hereby substituted therefor:—There shall 
be paid to the Registrar-General under the 
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Sestone Names Act 1928 the following 
ees :— 

Filing any Statutory Declaration, 10/-. 
Registering any statement lodged to obtain 
the registration of a business name, £1. 

Registering any other statement, 10/-. 

For every certificate of registration under 
Seetion 17, 10/-. 

For every inspection of statements filed, 
Eis 


For every search as to the availability of 
any business name proposed _ to 
adopted—for each name searched, 5/-. 
2. Regulation 5 of the Regulations Fees 

and Forms under the Companies Act 1938, 

published in the Government Gazette dated 

2ist April, 1939, is hereby cancelled and 
instead the following Regulation shall 
apply:—There shall be paid to the 

Registrar-General under the Companies 

Acts the following fees:— 

On filing Articles of Association of a Com- 
pany, £2 

On filing any special resolution altering 
Articles of Association of a Company 
whereby more than six of such Articles 
are altered, £2. 

For every search as to the availability of 
any name proposed to be adopted by a 
company—for each name searched, 5/-. 

For every certificate issued by the 
Registrar-General under Section 17 (3) 
(a) (ii) and (iii) of the Companies Act 
1938, £2. 

For every other certificate issued by the 
Registrar-General, £1. 

On filing any prospectus or statement in 
lieu of prospectus, £2. 

For the sanction of the Attorney-General 
to the payment of interest on share capi- 
tal as provided by Section 54 of the 
Companies Act 1938, £2. 

For any search or inspection pursuant to 
Section 82 (3) of the Companies Act 
1938, 5/-. 

For any other search or inspection of 
documents kept by -the Registrar-General 
under the Companies Acts, 5/-. 

For entry on register of mortgages of 
memorandum of satisfaction, £1/10/-. 
On filing any Annual Return (including 
any certificates under Section 111 of the 

Companies Act 1938), £1. 

For each licence under Section 134 (2) of 
the Companies Act 1938, £2. 

For examination under Section 134 (3) of 
the Companies Act 1938, £2. 

Lodgment of memorandum or of memoran- 
dum and any rules forwarded therewith 
pursuant to Section 408 (2) (6) of the 
Companies Act 1938, £2. 

Filing report with respect to mining opera- 
tions pursuant to Section 426 (5) (a) of 
the Companies Act 1938, 2/-. 

Filing any other document or making any 
other application, £1. 
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PROFESSIONAL NOTICES 





Rate per line 5/-; minimum per insertion 16/-. 


ACCOUNTANT, A.A.S.A., A.C.LS., 
A.C.A.A., company auditor has time avail- 
able to assist other practitioners. Replies 
to No. 247, C/- Australian Society of Ac- 
countants, 5 Bligh Street, Sydney. 


F.A.S.A. and former senior officer of the 
Department of Income Tax will accept part 
time work or delegated cases. Reply No. 
248, C/- Australian Society of Accountants, 
5 Bligh Street, Sydney. 


ACCOUNTANT-SECRETARY, A.A.S.A., 
A.C.LS., 28 years of age, seven years’ 
experience as commercial accountant seeks 
position with good prospects either com- 
mercial or professional in South Australia 
or Victoria. Apply 456, C/- Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 


PART-TIME PRACTITIONERS. If you 
desire to retire wholly or partly from this 
field and would consider selling all or _ 
of your clientele to two young vw wd 
Accountants (both A.A.S.A., A.C 
A.C.1L.S.) in full time practice’ BE ry —_ 
Sydney UW 5752 or UA 6468. 


VISIBLE INDEX CABINET for sale for 
£100. “Postindex” art metal, London, as 
new, with stand and 4,000 stock cards. To- 
day’s price £143 for cabinet alone. Capacity 
3,200 cards, sixteen double trays x 200 
cards. Cabinet size two feet by two feet 
by one foot five inches. Reply to No. 250, 
C/- Australian Society of Accountants, 5 
Bligh Street, Sydney. 





Now available 





GOLDBERG AND HILL’S 
“ELEMENTS OF 
ACCOUNTING” 
Price: 17/6 per copy 


Accountants Publishing Co. Ltd. 
87 Queen Street, Melbourne, C.1. 








POSITION WANTED. Associate, 27 
years, requires position with industrial 
concern in Adelaide. Costing work includ- 
ing standard costing and budgetary control 
desired. Reply No. 1502, C/- Australian 
Society of Accountants, 22 Grenfell Street, 
Adelaide. 


ASSOCIATE — experienced accounting, 
costing, secretarial and taxation procedures 
desires evening and week-end work. Reply 
No. 249, Australian Society of Accountants, 
5 Bligh Street, Sydney, N.S.W. 


MACHINE ACCOUNTING SERVICE 
FOR PROFESSION. Country accountants 
may send jobs by mail. You receive private 
ledger cards, balance sheets, etc., and re- 
turns typed with copies. Write John Camp- 
bell, public accountant, Box 596, P.O., New- 
castle, N.S.W. 








ACCOUNTANT 


WE ARE SEEKING A HIGHLY QUALIFIED 
ACCOUNTANT WITH STRONG INTEREST 
IN A POSITION IN THE FIELD OF 
MANAGEMENT CONSULTING. 

The desired applicant will have the following 
qualities:— 

x ACADEMIC QUALIFICATIONS IN COST 

ACCOUNTING. 

* EXTENSIVE EXPERIENCE IN MODERN 

MANAGEMENT ACCOUNTING INCLUD- 
ING TOP MANAGEMENT GUIDANCE. 
CAPACITY TO PLAN AND CARRY OUT 
INVESTIGATIONS. 

HIGH INTELLIGENCE 
FLUENT weet AND WRITTEN EX- 

PRESSIO 
GOOD PERSONALITY AND EXPERIENCE. 
AGE IN THE RANGE 30-45 YEARS. 

We are offering a most attractive salary and 
oportunities for rapid advancement. 

If you possess these qualities, then apply in 
writing in confidence, setting out details of 
education, experience ‘and personal particulars, 
to Accountant, 


W. D. SCOTT & CO. PTY. LTD. 


Management Consultants, 
HENDERSON HOUSE, 566 LONSDALE ST., 
MELBOURNE, C.1. 

It is consistent with our code of ethics that 
we will not accept applications from employees 

of any of our clients. 


*+ + © 
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An attractive binder 
for the Australian Accountant 


Note these four outstanding 
features: 


1. Space for twelve issues. 


2. Pages remain perfectly flat 
when open. 


3. Removable steel rods permit | 
easy insertion and removal 
of each issue. 


4. Hard cover, finished in 
durable black cloth, with 
distinctive gold lettering. 





Price 27'6 post-free in Australia 
(when ordering, please specify year required) 


Accountants Publishing Co. Ltd. 


37 Queen Street, Melbourne 
Telephone: MU 9351 
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through Yellow Express saves 


time, risk and money — 


* FOR PROMPT EFFICIENT 


SERVICE, PHONE... 


YELLOW EXPRESS 





MELBOURNE: 588 Little Collins St. - MB 4121 


ee 


SEND ig £1,000 Ay 11 ys 


Cashing your pay-roll cheque 





























Agents throughout Commonwealth and New 
Zealand. Also in London and New York. 


Cable & Telegraphic Address: 
“JEFFSTOCK”, MELB. 


Telephone: MU 9171 (3 lines) 


Eric R. Jeffrey 


Member of the Stock Exchange of Melbourne 
Stock Exchange Buildings (Basement) 
422-426 Little Collins Street, Melb., C.1. 














ACCOUNTANCY CLASSES 


Thorough instruction by highly qualified 
lecturers. 


Full range of subjects for Society’s Exami- 
nations. 


Stott’s Business College 
96 Russell Street, 
Melbourne, C.1. MF 6231. 








ACCOUNTANT 


Qualified Accountant 
between the ages of 25 to 27 years 
is required by a 


LEADING MANUFACTURING AND 
IMPORTING COMPANY 


with branches throughout Australia 
and overseas affiliations. 


Applicants with Chartered Accountants 
and Secretarial experience desired, but 
not essential. 

The successful applicant will be trained 
for a position of executive status. 
Salary commensurate with qualifications 
and experience. 

Written applications, which will be 
treated in confidence, detailing qualifica- 
tions and experience, etc., should be 
addressed to— 


Mr. L. A. Sayers, 
Messrs. Wilson, Bishop & Henderson, 
99 Queen Street, Melbourne, C.1. 
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CARRIERS LIMITED 


@ SYDNEY: 103 Murray St. - MW 2582 





The price of a city 


“ 

Worm 20 SHILLINGS.” 

That’s how Birmingham was summed up 
in William the Conqueror’s Domesday Book 
in 1086. 

Birmingham then consisted of one small 
manor house, served by nine tenants. 

Today, it’s England’s largest provincial city, 
and is called “the city of a thousand trades” 
(an understatement, because 1,500 trades 
were listed at the last count, in 1954). 

Next to food, clothing and shelter, Hard- 
ware is probably mankind’s chief necessity, 
and Birmingham supplies it in vast quantities 
— everything from tiny pins to giant loco- 
motives. 


456/D 





Most of present-day Australia’s require- 
ments in the small hardware category are not 
imported — they are supplied by local 
industry. 

And in every Australian hardware store 
SHELL is substantially represented. 

For instance, various types of paint contain 
mineral turpentine, Epikote resins, naphthenic 
acids — all SHELL petroleum derivatives. 

You'll find Shell Blue Pennant Household 
Kerosine, Shell Mineral Turpentine, Shell 
Household Oil, Lighter and Cleaner fluid — 
the list is a long one. 


Shell serves Australia... 
YOU CAN BE SURE OF {SHELL 
WY 
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ENSURE 


REMINGTON ACCOUNTING MACHINES 
LABOUR-SAVING EFFICIENCY 





Five keys to better accounting 


1. Fully electrified compact keyboard 


Only 12 numeral keys for all figure entries 


Standard alphabet keyboard Touch method 


peration with the eyes free to follow the 


posting media. 


2. Dual front and back feeds 


For the speediest, simplest and least fatiguing 
insertion and alignment entry of co-related 
forms. 


Fully electric 
All carriage movement, tabulation and print- 
ing of automatic balances achieved easily by 
electrification. High-speed, effortless work all 
day 
Fully automatic 
Foremost does all computations, both addition 
and subtraction, in cross-computing registers 
and prints balances, completely automatically 
Automatic balances of all types 
Debit Balances Sub Balance 
Credit Balances Repeat Balance 
All the balances you need in quantity and value 
are computed, sensed and printed automatically 
by the machine. 


3. Automatic tabulation to all pre- 
determined positions 


Pius automatic carriage return and line spac- 
ing to next writing position or return to inter- 
mediate positions at will 


4. Flexibility of registers 
Registers may be added or removed to cover 


every accounting application 


5. Automatic addition and 
subtraction 


Direct addition and subtraction in all Regis- 
ters giving totals for all columns within any 
given application 


CHARTRES AUSTRALIA 


SYDNEY, MELBOURNE, BRISBANE, ADELAIDE 
PERTH, HOBART. CANBERRA, LAUNCESTON 
NEWCASTLE, TOWNSVILLE 





-_ 
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Compelling Testimony 
Every Accountant 
should read 


Everyone interested in career training for business 
and especially for a career in accountancy — 
will be attracted by the brochure we have printed 
ontaining pertinent extracts from the two 
“Kconomist” articles. A copy, free and without 
obligation. is available, upon request, from any 
office of the Hemingway Robertson Institute 


The “Economist”, London, published a two-issue survey about the 
home study education system. In a compelling testimony were 


such startling statements as the following: 


® “In 1951, of 2035 candidates for the Institute of Chartered Accoun 
tants (Eng. ) all but two had taken a correspondence course as a 
method of study.” 

®*.. . the Institute of Chartered Accountants (Eng.) declared itself 


uncompromisingly in favour of correspondence tuition, as opposed 
to evening classes, for its articled clerks . . .” . 


8“... 60% to 80% of all commercial training for éxaminations is 
conducted through the post , 
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Homingway Robertson Institute 
Consulting Accountants Professional Tutors 

27 BANK HOUSE - - BANK PLACE - - MELBOURNE 

27 BARRACK HOUSE 16 BARRACK ST. ’ - SYDNEY 


Offices al! 














